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NATIONAL PROGRESS AND PROSPERITY—KEYNOTE OF THE 
BANKERS’ CONVENTION AT DETROIT 


ANKS and trust companies, as the repositories and distributing agencies 
of credit resources, reflect more faithfully and quickly the fears and hopes 
of the people of this nation than any other class of business or financial 

institution. It is a well-known axiom in the banking profession that success is 
measured according to the ability and foresight with which the first signs of 
either depression or prosperity are recognized. It naturally follows that when- 
ever the keen-scented, quick-witted officers of banks and trust companies of the 
country gather at some given point and time to exchange views and meet upon a 
basis of common purpose, that the prevailing sentiment at such conventions is 
bound to fairly indicate business and financial conditions at large. Under the 
auspices of the American Bankers’ Association the bankers have met in years 
past when the skies were alternately darkened with grim messages of business 
depression and again radiant with the sun’s rays falling upon heavy-laden fields 
of grain and happy scenes of industrial progress. 

The recent convention of the American Bankers’ Association at Detroit 
was one of great importance and deep significance, not so much because of the 
banking problems or constructive policies discussed at the business sessions, but 
because of the prime fact that it served to crystallize into a mighty force the grow- 
ing conviction among bank and trust company officers that the United States of 
America are, after half a decade of indecision and lethargy, to enter upon a 
period of unequaled progress and prosperity. That was the keynote of the con- 
vention and it impressed itself upon the hearts and minds of every live banker. 
It was such an irresistible sentiment that those who came to Detroit with the 
least shadow of doubt or indecision left for home with new spirit and quickened 
ardor. The delegates from every section contributed each their own testimony 
and the composite effect was, to say the least, truly inspiring. Neither hot 
weather nor grave problems immediately confronting the conduct of banking 
business marred the enthusiasm. The banker from below the Dixie line brought 
reports of a record cotton crop with every assurance of high prices because of 
foreign demand for this staple. From Kansas, Nebraska, Missouri, the North- 
west and the expansive Southwestern States the bankers brought glowing ac- 
counts of rich yields, propitious weather conditions and a general smiling aspect 
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of all things mundane in those prolific States. To these stirring accounts the 
bankers of the Pacific Northwest, and especially of California added their 
strident notes of prosperous days ahead. The banker from New York brought 
a message of healthy banking conditions, increasing clearings, conservatism in 
banking, elimination of speculation and excessive credits. Pittsburgh bankers 
related how the steel mills and the iron industry are breaking all previous 
records for production. Cleveland bankers emphasized the great advance in 
savings accounts. Pages might be devoted to the specific testimonials of a re- 
visitation of the spirt of affluence brought to Detroit by the delegates. 

Another very remarkable point about the Detroit convention was the almost 
complete eclipse of politics as a subject of discussion or concern. Co-incident 
with the convention the champions of the Bull Moose party in Michigan held a 
rally in Detroit. But it was like a doleful voice from the wilderness so far as it 
aroused any interest among the men who are giving all their attention to building 
up the business and resources of the country. Whenever politics did enter 
into the discussion the conclusion was nearly always arrived at that the country 
is too big, its factors making for progress so firmly based and the inherent quali- 
ties of good citizenship so pronounced that it mattered little who gains the chair 
in the White House or what the views of this or that candidate may be. This 
feeling is not only due to the prospects of bountiful crops, renewed business 
activity, increased railway earnings, the vast foreign trade, larger bank clearings, 
etc., but likewise to the sentiment expressed in the platforms of the various big 
political parties that legitimate business interests should not be disturbed by 
arbitrary proposals or legislation. In short, the bankers departed from Detroit 
with the conviction that the tide is flowing so strong toward universal affluence 
that political feticism, or new legislative doctrines might safely be relegated as 
side issues. 





CONSTRUCTIVE BANKING POLICIES PLANNED AT DETROIT 
CONVENTION 


The thirty-eighth annual convention of the American Bankers’ Association at Detroit, 
September oth to 13th, differed from most other annual assemblies of this organization. 
The business proceedings, addresses and reports presented, all illustrated forcibly how in- 
fluential and important the Association has become in carrying forward the work toward 
higher standards in safe banking conduct, in extending the usefulness of banks and trust 
companies and in solving national problems of immediate concern to citizens of large 
as well as small means. Although Congress ignored the bill of the National Monetary 
Commission for the establishment of a National Reserve Association the bankers again 
voiced their determination to continue the propaganda for currency and banking reform. 
If there was any one subject which received more earnest attention than others it was 
that of extending the functions of banks and trust companies so as to improve farming 
inethods, for the establishment of scientific agricultural systems, and the creation of im- 
proved facilities for granting credit to rural communities and farmers. 

The splendid work achieved by the American Bankers’ Association and the various 
sections through executive officers and standing committees was fully related in the reports. 
An exceptionally interesting program of addresses attracted a large attendance to the 
sessions of the Trust Company Section. A spirited discussion was afforded by the pre- 
sentation of the pros and cons of the topic “Segregation of Savings Deposits.” In the 
Savings Bank Section the dominant issue was the subject of rural and land credit extension, 
while postal savings banks; the relation of the savings banks to the community and the 
campaign of education to create habits of thrift, came in for consideration. According to 
the reports presented the past year was also a fruitful one for the Clearing House Section. 
the State Secretaries’ Section and the various departments of the parent association. 





TRUST COMPANIES 


SEVENTEENTH ANNUAL MEETING 
OF THE 


Trust Company Section 


AMERICAN BANKERS’ ASSOCIATION 
AT DETROIT, MICH., SEPTEMBER 11 AND 12, 1912 


HE seventeenth annual meeting of the Trust Company Section of 

the American Bankers’ Association, held at Detroit, Michigan, 

September 11th and 12th, not only afforded an opportunity to 

review the past achievements of this organization, but likewise 

served to emphasize the potent influence exerted through the Sec- 

tion to develop and preserve the highest standards in the administration of trust 

company business. Just fifteen years ago the first meeting of the Trust Com- 

pany Section, as such, was held in Detroit, and since that time many protective 

laws have been introduced and passed in different States, new methods and 

uniform systems have been established and much valuable information has been 

circulated through this agency. From a handful of earnest trust company 

officers the Section has developed into an association embracing a membership 
of 1,251 and representing practically all the trust companies of the country. 

The addresses delivered before the Trust Company Section were of such 
importance and vital interest that a large number of the members of the parent 
association and the various other sections were attracted to the sessions. 
Of immediate and practical interest was the splendid address delivered by Mr. 
Breckinridge Jones, president of the Mississippi Valley Trust Company of 
St. Louis, Mo., on “Achievements of the Trust Company Section During the 
Past Fifteen Years.” This paper contained much valuable and original informa- 
tion as well as statistics. Special interest was attached to this review because 
of Mr. Jones’ intimate relations with the development of the Section and the 
fact that he is entitled to the.credit of having initiated the movement which 
resulted in its organization. 

Of timely interest was the address on “The Money Trust Inquiry,” by 
Mr. George M. Reynolds, president of the Continental and Commercial National 
Bank of Chicago, who described the supposed “Money Trust” as a figment born 
of prejudice and public misconception. Mr. Reynolds was heartily applauded 
for his courageous and convincing attitude in defending the banking and finan- 
cial interests against the false accusations employed very largely by political 
demagogues to secure votes. He showed clearly that combination of capital and 
banking interests is essential to our national and industrial progress and that 
it is in strict accordance with economic laws. 

The address by Dean Henry M. Bates of the University of Michigan was a 
profound and ably prepared treatise entitled “Some Unscheduled Liabilities.” 
Dean Bates presented instructive legal definitions of the liabilities of the trust 
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company in performing the functions of registrar, transfer agent and as trustee 
under corporate mortgage. 

The second session, held on September 12th, was characterized by earnest 
discussion and important actions to increase the usefulness of the Section. 
Most of the time was devoted to a pro and con discussion of the topic “Segrega- 
tion of Savings Deposits Held in Trust Companies.” Mr. Pierre Jay, chairman 
of the standing Law Committee of the American Bankers’ Association, opened 
the discussion and developed his well known views in favor of segregation of 
savings deposits and investments. His views were forcefully contested by 
Mr. Robert E. James, president of the Easton Trust Company of Easton, Pa. 
Then followed a very lively discussion and the sentiment finally prevailed that 
it would be unwise to endeavor to commit the Section upon any point of policy 
or legislation which should receive attention in the different States according to 
local requirements. 

Owing to the length of time devoted to the question of “Segregation of 
Savings Deposits” the remaining topics scheduled for discussion, namely, 
“Advantages of Co-operative Publicity of Trust Company Functions,” and 
“Annuities and Pension Funds for Employees” were re-committed for attention 
of the Executive Committee. After the roll call of States the Nomination Com- 
mittee presented the names of those selected as members of the Executive Com- 
mittee, as follows: 

UzaL H. McCarter, president Fidelity Trust Company of Newark, N. J. 

Herpert A. Ruoapves, president Dorchester Trust Company of Boston, Mass. 

Joun W. P artren, president United States Mortgage & Trust Company of N. Y. City. 

Sam W. Reysurn, president Union Trust Company of Little Rock, Ark. 

E. D. Hutpert, vice-president Merchants Loan & Trust Company of Chicago, III. 


The election of officers resulted as follows: President of the Section, Wil- 
liam C. Poillon, vice-president of the Bankers’ Trust Company of New York 
City ; first vice-president, F. H. Goff, president of the Cleveland Trust Company 
of Cleveland, Ohio, and chairman of the Executive Committee; Ralph W. 
Cutler, president of the Hartford Trust Co., Hartford, Conn. Philip S. Bab- 
cock was re-elected secretary. The Standing Committees were also continued. 
A handsome loving cup was presented to the retiring president of the Section, 
Mr. F. H. Fries, president of the Wachovia Bank and Trust Company of 
Winston-Salem, N. C., and his earnest, effective administration during the past 
year was heartily approved by the members. 

The first meeting of the Trust Company Section was called to order by 
President F. H. Fries in the convention hall in the Hotel Pontchartrain on the 
morning of September 11th. The pleasant, cool weather, succeeding the sultry 
days of the early part of convention week, gave a zest to the proceedings and 
added to the attendance. 
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PROCEEDINGS 
OF THE TRUST COMPANY SECTION MEETING 


THE PRESIDENT: The seventeenth annual meeting of the Trust Company Sec- 
tion will please come to order. We will, in opening this session, be led in prayer by the 
Rev. Dr. S. S. Marquis, Dean of St. Paul’s Cathedral, Detroit. Let us rise. 


INVOCATION 
By Rev. S. S. Marquis, D.D., Dean of St. Paul’s Cathedral, Detroit 


Oh, God, our Heavenly Father, Thy kingdom is over all the earth and Thy power is 
infinite. In Thee we live and move and have our being, as the spirit of man prevails, the 
body in which it dwells to which Thy spirit by light and Thy inheritance remains over all 
things and dwells within us. Thou art present everywhere and yet Thou art real only 
into the man that takes time to make Thy presence real. 

We, therefore, pause in the beginning of our labors to-day in order to make a fact, 
which would remain a fact without our consciousness of it, but which is a fact only to us 
as we make it real to us. That fact is, that God is and that He is in all and through all 
and over all. 

Wilt Thou take away from us the deadly belief that God is the God only of the past 
time. or of the future and give us the living faith, the faith in the present tense, the belief 
in the God who not only was and shall be, but the God who-is. Give us to understand that 
all work is sacred only as a man does it in and for his fellowmen and in the consciousness 
of God; that every man’s work is a ministry before God only in that it is a ministry to 
man, and there is no calling in this world that is higher in itself than another, but that 
whether a man works with his hand or with his brain, whether he be in the work of the 
shop or the factory or the counting house, or whatever it may be, that a man’s work is 
sacred when it is done as a service to humanity and in the consciousness that God rules 
and reigns over all. 

Take away from us the deadly faith or belief that Thou art a God only of the past or 
that Thou art shaping the destiny of the dim and distant future, and give us the living 
faith that Thou art the God of the Nation to-day and that Thou art the God of this Nation, 
and that in it Thou art working out divine principles insofar as the men of this Nation 
permit Thee to work in them. And may the men who are here assembled this morning, 
whose work is so vitally connected with the welfare of this country, appreciate the fact that 
the welfare and higher blessings that are to come upon them are in a great measure at- 
tendant upon the work and the plan and the design which they themselves form for their 
great and important affairs. Fill us with the consciousness, in other words, before God, 
that we are the creatures, the offspring, the son of an infinite Father, who put us here for 
a divine purpose, and who ennobles and glorifies the work of man who does it in the con- 
sciousness of his Father. Be with us in the deliberations of this and all other days, and 
may we care more earnestly for the work that Thou hast given us, that we may be ashamed 
to go through any day in our lives when we have not taken time to make ourselves con- 
scious of the presence of God, of the dignity and of the importance of the work that we 
are doing and the necessity of doing it as in the sight of God. 

This and all other blessings, O God, we ask in the name of Thy Son, Jesus Christ. 
Amen. 





_ 


THE PRESIDENT: It gives me pleasure, gentlemen, to introduce to you Hon. 
David E. Heineman, comptroller of the city of Detroit, who comes charged with a message 
of welcome from the city and citizens of Detroit. 
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ADDRESS OF WELCOME 


HON. DAVID E. HEINEMAN 
Comptroller of the City of Detroit 


Mr. President, Ladies and Gentlemen: It has come to dawn upon me that the reason 
the Sections like yours meet on the second day of this great convention is because the 
first day is taken up entirely in listening to addresses of welcome. It was my privilege to 
be over in the Opera House yesterday morning at the first session, and I heard the gover- 
nor of the State offer you the entire State of Michigan, and as some of you who were 
there recall, threw in about all the Greek mythology, besides. And then I heard a repre- 
sentative of the city diligently picking up what crumbs of the city the governor had left 
and offer you those. And then a Detroit resident, who was an ex-president of the Ameri- 
can Bankers’ Association, welcomed you with words which can only come from our hearts 
and lastly, the postmaster of the city, who also happens to be the president of the Board 
of Commerce, loosened the door of his heart to say that he could not find one postal card 
on which he saw the word “Closed.” Really, gentlemen, I don’t think there was one con- 
vention assembled in all our good history that we were so glad to see, and I don’t really 
know what remains for me except as the fiscal officer or comptroller of the city to rummage 
in my pocket and pick out the key of the strong box and say, “You have got everything 
else, now take that,” and I think that I would do that, gentlemen, except for the fact that 
there is a complimentary key in the possession of the mayor and the mayor is out of the 
city at present, and so I will have to equivocate a little bit to let you understand what I 
might do if the mayor were here. 

I hope the gentlemen of this convention will not misunderstand the continuity and 
multifarious character of our wealth, or get the idea we are glad to see you for what 
you possess rather than for what you are, but what you stand for, or that there is any 
selfish motive whatever. But you are located right here in the central part of our city, 
where the first convention of white men that ever came here 212 years ago was met by 
the red inhabitants and offered the pipe of peace. Now gentlemen, we don’t mean, in the 
parlance of your messenger boys, to reverse the operation by coming here with all these 
welcomes and offering you, not pipes of peace but pieces of pipe, don’t think so. (Applause. ) 

I wish to say a word as the fiscal officer of the city. It may interest you in feeling that 
the fiscal atmosphere of this city is such as not to make it entirely unworthy on its 
part to entertain a convention of this kind. We are an old city, 212 years old—only 
19 years younger—if you please, than the one of our friends here from Philadelphia—and 
the history of Detroit has been a singularly conservative one. A thing that may in- 
terest you—we have a city historyographer here, not one of those moth-eaten indi- 
viduals who sits at a desk and dreams over a few papers, but a gentleman who has a 
separate building of his own, one of the finest libraries of historical reports in the 
United States. A few weeks ago he informed me, in answer to a request, that in the 
entire history of the city of Detroit, 212 years, this city has never defaulted on any ob- 
ligation of any kind. There have been times when the city has been hard pressed for 
money and there was delay, but never a default in the history of its finances. 

When I speak of its fiscal condition I must speak of a thing which perforce is known 
to you all, when I tell you that according to the Government reports, the city of De- 
troit occupies a fiscal position which is quite unique in its pre-eminence and when I 
say that I refer to the fact that there are eight other cities closely approximating De- 
troit in population, having an average debt of $25,000,000, yet the city of Detroit has 
a net debt of only 6% million dollars, and against that debt, gentlemen, we have prop- 
erty conservatively inventoried and belonging to the city upward of 45 million dollars 
in value. A statement that would entitle us to do business, I think, with any branch 
of the American Bankers’ Association. We sold our 4 per cent. bonds within the last 
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few weeks, when they brought over par, and this morning the paper reports the sale 
of water bonds at par, which was a nice, friendly transaction between one of our good 
trust companies and the Board of Water Commissioners. If it would not be merce- 
nary, if it would not give the wrong complexion to a welcome, I would almost like 
to discard the pleasant position I have as the heralder of greetings and step right down 
and do a little business with some of you trust company members. Last week I had 
the pleasure of meeting a convention which was made up of manufacturers of tomb- 
stones, but I was not inclined to do very much business with those gentlemen. But 
this, let me say, is an opportunity which is altogether more alluring, and I am only 
sorry that we have not a bond sale on where we have so many gentlemen with us to 
afford us an additional reason for having been in our midst. 

Now, gentlemen, in having given you the strong box I ought to really content my- 
self with saying a few words of welcome and then giving way to your regular program. 
I want to say just a word about our trust companies who are heart and soul in joy on 
having you in our city. That which makes Detroit a good, grown, conservative city in 
its government and fiscal arrangement, also makes our financial institutions the same 
way. That which puts upon our honorable city commissions, that handle almost the 
entire business of the city, our best and most representative citizenship, also places 
upon the boards of Directors of our banks and trust companies precisely that same 
kind of citizenship. Therefore, in Detroit we never have any fear, when hard times 
come along, about what is going to happen to our institutions, because we know, and 
history has proven it, that if there is any trouble we can rely, not only upon the in- 
stitutions themselves, but upon the individual integrity and individual fortunes of the 
men who make up the board of directors of those institutions. 


And, so, I am glad to welcome you in the name of those institutions and to say 
that they are just as solid and rock bound as the city itself is. We have three insti- 
tutions here in the order of their foundation, the Union Trust Company, the Detroit 
Trust Company, and the Security Trust Company, and I need not say to you that 


their representative standing among you is good. 


Now, in a word, what is a welcome that a city can offer you? If I were to ask you 
to look out of the windows of this convention to the right and to the left, I would ask 
you to gather there the inspiration that spells the word “welcome.” We, gentlemen, are 
sometimes too much at our desks, our attention is centered on the immediate five 
minute matter that is before us; we sometimes lose the proper vision. Yet, when we 
look out and see a great city like this, covering 41 square miles of territory, proud and 
happy under God’s blue sky on a morning like this, it is there that we ought to get the 
inspiratin of welcome and the impetus for continued good work. If I were to offer 
you a welcome I would want it to be the noise of the humming factories which en- 
able our thousands and tens of thousands of operatives to build their lives and found 
their homes and maintain their families. I would include in those words of welcome 
the thanks of this city which is proud of our beautiful river and island where these 
men can go on the wharves and boats and be refreshed and return to their work. | 
would seek to gather a part of the great noise in a great city like this, but it comes 
to us with the voice of hundreds of thousands of men, the men who are achieving and 
working. It might mean nothing, but it is the noise they make. That is inspiring, that 
is high and noble in a great city in this, the twentieth century. 

Gentlemen, I trust that beyond the valuable work which you will do in your Sec- 
tion, beyond the pleasant hospitality which this city offers*you and to which you so 
largely contribute yourselves, that you will go away inspired and refreshed for your 
next year’s work by the thought that of a city like this with all its countless men and 
women in it achieving all these things, doing those things which make for character 
and integrity and power, that you bear with you the thought that not only in Detroit 
is life worth living, but life is worth living if lived rightly in your homes, in your cities 
all over this land, all over this world everywhere. (Applause.) 


The president of the Section, Mr. F. H. Fries, made the response to the address of wel- 
come, as follows: 
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We have listened to the fervent invocation for the Divine guidance and blessing, 
and to the cordial words of welcome that have been extended to us by Mr. Heineman, in 
behalf of the citizens and the city of Detroit; we feel that it is good for us to be here, 
that the peculiar pleasure that always accompanies a visit to this charming city, is 
heightened and broadened by the warm welcome of sympathetic friends and the ap- 
proval of the beneficent Ruler of all things. Under such circumstances, we are touched 
with a peculiar joy, and our hearts respond to such words of welcome with a peculiar 
thrill of satisfaction and delight. The stirring spirit of this marvelous city seems to 
pervade us, and its matchless beauty has so captivated us, that we are ready to admit 
that we are a part of its proud citizenship, move to call it all our own, and to sing its 
deserved praises, not only while we are here, but after we have returned to our dis- 
tant home. Years ago already the American Bankers’ Association laid claim to one 
of Detroit’s distinguished citizens, Mr. George H. Russel, and made him its president. 
More recently it adopted Colonel Farnsworth, and now it has called to the presidency, 
Commodore Livingstone; I can see no legitimate reason why we may not, under the 
present conditions, accept with thanks the city itself and all the good things thereof. 
We feel very much at home here,—are not its adding machines a part of our very ex- 
istence; do we not ride in its automobiles, chew its tobacco, eat its meat, take its pat- 
ent medicines, and is not the Diamond match a household word, if not a boon com- 
panion? Does not the census show that its widely extended borders have taken in at 
least one representative of each family from everywhere in this country, and may not 
the one hundred and seventy-eight per cent. increase in banking deposits during recent 
years explain where some of our own anticipated and coveted growth may have gone? 

We thank you, Mr. Heineman, and the good citizens of Detroit, for the cordial 
welcome extended to us, and we will long remember with pleasure the days spent in 
your midst, especially when a punctured. tire along a distanct roadside gives us ample 
time for pious and pleasant reflections. We hope then to see again before us your broad 
and beautiful avenues, your magnificent buildings, your crowded streets, your wharves 
laden with commerce, the numerous and stately vessels that pass through your gate- 
way, your magnificent parks, and palatial and hospitable homes; but most especially 
your kind words of welcome and the kindness of your people, which will linger with 
us most pleasantly, when other memories may have faded away. 

It is customary, gentlemen, for your presiding officer to present at this time a 
report. I would like to say that this report contains some suggestions more particu- 
larly connected with the Trust Company Section which it has been my pleasure and 
privilege to serve during the past twelve months. With your permission I will read 
what I have prepared. 


ANNUAL ADDRESS OF F. H. FRIES, PRESIDENT OF THE TRUST 
COMPANY SECTION 


Review of Trust Company Growth and Activities 


Gentlemen: It is our good fortune to meet this year in the charming. 
progressive and historic city of Detroit, where fifteen years ago the Trust 
Company Section of the American Bankers’ Association held its First An- 
nual Meeting. 

We note the marvelous growth of this city and the great development 
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of its business since last we were here, and we realize that it is a part of the 
general prosperity that has blessed our entire country. During these fifteen 
years the population of the United States has increased thirty-three per 
cent. and its trade and commerce has doubled; bank deposits indicative of 
this growth have increased in the same ratio and the bank clearings show 
that all sections of the country have shared in this prosperity. 

If the trust company, as an institution, is a natural result of our business 
and financial development, as we believe it is, this great prosperity must have 
affected the growth of trust companies and be quite apparent in the growth 
of the Trust Company Section. There was no statement made at the first 
meeting as to the number of trust companies then in existence, but their 
total capital and surplus was stated as $224,606,000 with assets amounting 
to $405,516,714.22. Today the trust companies of the United States number 
over 1800, with resources aggregating $5,500,000,000, besides which they con- 
trol in some trust capacity $35,000,000,000 more. The membership of the 
Section has grown during this time from I14 to 1251 and their resources 
from four hundred million to four and one-half billion dollars. Thus while 
the population of this country has grown 33 per cent., and the business 
100 per cent., the trust companies of the Section have increased in number 
and resources about 1,000 per cent. 

The Comptroller’s Report of 1911 shows the relative growth of National 
banks, savings banks and trust companies since 1907. We note their individ- 
ual deposits as follows: 


National Savings Trust Total 
Banks Banks Companies in all Banks 


$4,212,600,000 $3,295,800,000 $15,906,300,000 
2,495,410,000 2,061,600,000 13,099,600,000 


$1,155,100,000 $717,190,000 $1,234,200,000 $2,806,700,000 
Increase... . 21% 23% 60% 44% 

A perusal of these figures must be a source of pride to those interested 
in the development of the trust company idea and a satisfaction to all who 
are engaged in trust company business. 

While we are profoundly impressed with these figures as an evidence of 
past achievements, we are still more impressed with the thought of what may 
be done, nay, rather what will surely be accomplished in the coming years, 
if this promise of the future is fulfilled. Let us consider briefly, not the pos- 
sibilities as to numbers nor as to aggregate resources, great beyond compari- 
son as these may become, but rather the responsibility and duty of the 
Trust Company Section and its members in shaping “The Trust Company” 
that it may the more successfully meet the greater demands that will certainly 
be made upon it. 

Tihe responsibility upon the Trust Company Section cannot be avoided 
because trust companies are and will probably ever remain State institutions. 
The Trust Company Section is the only common ground upon which they 
can meet and its influence the only one that can be successfully exerted to 
bring about uniform and improved methods and practices and the passage 
of better laws in the different’ States, and from it should emanate every good 
thing that will help to standardize or improve this work. The varying inter- 
ests involved and the character of this work broaden the scope of the busi- 
ness necessarily undertaken and open a larger field of effort that necessi- 
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tates the handling of details that may differentiate this from other sections 
of the American Bankers’ Association, and yet these very interests draw us 
into more intimate relation with all the other sections and should tend to 
cement in a peculiar degree the ties of mutual interest and esteem. 

There have been evidences in the past that the general association may not 
have appreciated the peculiar conditions that have surrounded the Trust 
Company Section and that some of the members may have become impatient 
with the interest and zeal that have been shown at times in its affairs; it has 
even been stated upon the floor of the general association that the Trust 
Company Section contemplated withdrawing from the parent body. 

This is not correct and these impressions should not exist, for it is desir- 
able that the union should be maintained, not only on account of the greater 
efficiency in matters of general legislation, but because of the greater advan- 
tages that arise from closer sympathy and wider acquaintance, and the 
strength and influence that come by reason of this union. The best thing 
possible for all concerned lies in working for the real benefit of the individual 
members which can be accomplished through the material advancement of 
their interests. For this reason, | am sure that you will listen with a very 
great deal of pleasure to the paper entitled, “Achievements of the Trust 
Company Section During the Past Fifteen Years,’ and I recommend a care- 
ful consideration of the reports of the various committees which will show 
whut is being done in the present and to the discussions of this meeting which 
will doubtless forecast the possibilities of the future. 

Perhaps the most important of the possibilities is the passage of the bill 
proposed by the Monetary Commission for Monetary Reform which is at 
present held in abeyance on account of the political situation. It is hoped, 
however, that this is only temporary, that the merits of the measure will 
win for it a favorable consideration, and that its importance to all branches 
of business and all classes of citizens will ensure its adoption. The Legis- 
lative Committee has given this measure much careful thought and has 
secured for trust companies full and favorable recognition, which should 
recommend the bill to the earnest support of all members and their Represen- 
tatives in Congress. The success attending the efforts of this important com- 
mittee would seem to warrant the belief that a determined effort 
might result in obtaining uniform trust company laws in the various 
States. We realize the almost chaotic condition of the laws affect- 
ing trust company business and what a stupendous undertaking this would 
be, and vet the success attending the passage of the Negotiable Instrument 
Law and the present condition of proposed legislation for a uniform Bill of 
Lading should afford every encouragement to hope for reasonable success. 

The possibilities along these lines are very great. 

The excellent work done by the Protective Laws Committee is also 
encouraging as the report will show, but the prohibition of the use of the 
“trust company” name to unworthy institutions that seek a chartered exist- 
ence, is not sufficient to save it from slander if companies already chartered 
and bearing the name are guilty of questionable practices, and this is the 
case. There are at present promoting companies in three different States, 
bearing the name of “trust company” whose object and aim, as well as work, 
is reprehensible. If it is at all possible the powers and work of the committee 
should be enlarged. 
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The rapid growth of business has necessitated the introduction of meth- 
ods of accounting and reports that are different in almost every institution, 
but no one will say that all are equally efficient or equally good, and all will 
say that there must be a best one. Cannot a more effective effort be put 
forth to standardize these forms and methods, than the publication of a book 
of forms for choice, admirable as that method was a few years ago? 

Trust company advertising and publicity work are necessary in a business 
where so little is known and so much information is needed, and this branch 
of the work is attracting much interest. The intelligent directon of such an 
effort by experienced leaders would be appreciated and valued by most, if not 
all of the members. 

These and many other things claim the attention and the special interest 
of the Section, but the most important of all is the influence that the Section 
can constantly exert to raise the standard of service. The work accomplished 
is important but the spirit and faithfulness shown in the doing of it is still 
more so—absolute truth and honesty are the cardinal virtues that belong to 
the officials and work of the trust company. There is no room for falsehood 
in any form from the advertisement that “Cries our wares” to the final settle- 
ment with a most dependent ward. 

The Section has called into its immediate service in the past men of 
unblemished character and high ideals and they have had much to do with 
what has been accomplished. Appreciating this as I do, | want to emphasize 
the importance of securing the very best men in the trust company business 
as officers and members of committees, so that the “highest ideals” will ever 
remain the goal toward which all members are directed. 

Allow me to recommend the continuance of the annual banquet of the 
trust companies of the United States, given each spring under the auspices 
of the Section. No single agency has done more for the reputation and up- 
building of the Section. So long as the high standard of the past two vears 
is maintained the banquet will do the Section great good. I would also 
venture to suggest a more intimate relation between the Section and the 
State trust company organizations, the forming of which should be encour- 
aged in every way; also the cultivation of the respective vice-presidents of 
the various States through whom more effective work can be done. 

I cannot close without making due and grateful acknowledgment to 
the officers of the Section and the members of the committees with whom it 
has been my good fortune and pleasure to serve. 

May the coming years bring to the Section and all its members the pros- 
perity and blessings they deserve. 


THE PRESIDENT: Gentlemen, I want to introduce to you a gentleman who 
is well known here (applause), a very good friend of mine, Commodore Livingstone, of 
this city, president of the American Bankers’ Association. We are very glad to have him 
with us and will be very glad to have a word from him. 

MR. WILLIAM LIVINGSTONE, of Detroit, Michigan: Gentlemen of the Trust 
Company Section, I think this is very unfair. I just came to hear your president’s ad- 
dress and to ask him a question. I had no thought of interfering with your program 
whatever. I can only say that I am more than glad to see you in my home city, glad 
that Providence has been kind to us and given us pleasant weather, and I sincerely 
trust that the meetings you are about to hold will be the most pleasant and most produc- 
tive in your history. (Applause.) 

THE PRESIDENT: The next in order is a report of the Executive Committee. 
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REPORT OF THE EXECUTIVE COMMITTEE 
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The Trust Company Section was organized in 1896. Its first annual meet- 
ing was held in Detroit in 1897, fifteen years ago. The increase in the influence 
and importance of the Section, to some extent, may be measured by the increase 
in membership. In 1897 there were 114 members, having combined resources 
of about $350,000,000. The membership on September Ist of this year was 
1,251 with combined resources of approximately $4,500,000,000. 

The work accomplished during the period has been noteworthy. The laws 
of the several States relating to trust companies have been collated and pub- 
lished; a complete set of approved trust company forms has been carefully 
compiled ; the duties and liabilities of trust companies in acting as registrar and 
transfer agent, as trustee under corporate mortgages and in conducting a safe 
deposit department, have been studied and defined; a beginning, at least, has 
been made in standardizing the method of accounting; due to the efforts of the 
Protective Laws Committee, especially of its able chairman for many years, 
Mr. Lynn H. Dinkins, the use of the word “trust” in corporate titles has been 
protected by legislation in most of the States. 

The development of trust companies throughout the country during this 
period is evidenced by the fact that in 1897 only nineteen of the then forty-nine 
States and territories had passed general laws providing for the incorporation 
of trust companies; whereas, today, not only have such laws been passed, but 
strongly financed and prosperous trust companies are doing business in most, 
if not all of the States. 

At a meeting of the Executive Committee held at Briarcliff in May, the 
future work of the Section was carefully considered. Among other things, your 
committee deemed it desirable that the work of the Protective Laws Committee 
be enlarged to secure the adoption, as far as possible, of laws by the several 
States providing for the supervision, regulation and control of trust companies 
acting in a fiduciary capacity, to the end that the interest of beneficiaries might 
be everywhere adequately safeguarded, and the high standing and good repute 
of trust companies maintained. 

Having protected the use of the word “trust,” it is believed that the duty 
of our organization should now be directed to securing the adoption of uniform 


laws properly safeguarding the exercise of trust functions by corporate institu- 
tions. 


A committee consisting of Oliver C. Fuller, chairman, president of the 
Wisconsin Trust Company, Milwaukee, Wis., A. A. Jackson, vice-president of 
the Girard Trust Company, Philadelphia, Pa., and Isaac H. Orr, trust officer, 
St. Louis Union Trust -Company, St. Louis, Mo., was appointed to prepare and 
submit to this meeting recommendations looking to the accomplishment of such 
purpose. 
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Your committee also considered the advisability of endeavoring to make 
better known to the general public the advantages of corporate trusteeship, by 
a co-operative publicity campaign. It was ordered that this be assigned as one 
of the topics for general discussion at this meeting and it is hoped that a full 
and free expression of views may be had. 

Following the spring meeting of the Executive Committee a noteworthy 
banquet, attended by trust company representatives from thirty-seven States, 
was given at the Waldorf-Astoria, under the auspices but not at the expense 
of the Trust Company Section. Able and interesting addresses were delivered 
by Hon. William J. Gaynor, mayor of the city of New York, Hon. Simeon E. 
Baldwin, Governor of Connecticut, and Hon. Chauncey M. Depew, ex-Senator 
of the United States. 

There was an increase of 114 in our membership during the past year. 
With the office accommodations and facilities now afforded, your committee 
believe that the value and efficiency of the work done by our secretary can be 
so increased that the advantages to be derived from membership will make it 
profitable for every trust company to join the association. The secretary’s 
office is now equipped to compile and preserve for ready reference the statistics 
and information suggested in the report submitted by H. P. McIntosh, chairman 
of the Executive Committee of this Section for 1908. 

The work done during the year by the various standing and special com- 
mittees will appear in reports to be presented by them. 

Respectfully submitted, 
F. H. Gorr, Chairman. 





MR. WM. C. POILLON, of New York: 
Mr. Chairman, I move that the reading of 
the further reports be dispensed with for the 
present, in order that we may listen to the ad- 
dresses prepared for the occasion. We can take 
up the reports afterward or tomorrow. (The 
motion was seconded.) 


THE PRESIDENT: The motion js made 
and seconded, gentlemen, that we postpone the 
reports and listen to the addresses that have 
been prepared for this morning. Those in fa- 
vor, make it known by saying “aye”; those 
opposed, “no.” The motion is carried. It gives 
me pleasure under these circumstances to in- 
troduce to you Mr. George M. Reynolds, presi- 
dent of the Continental Commercial National 

Rue WW Cone: Bank of Chicago, who will speak to us on the 

Money Trust Inquiry.” He needs no further 


PRESIDENT HARTFORD TRUST COMPANY, introduction from me. 


HARTFORD, CONN. 
ELECTED CHAIRMAN EXECUTIVE COM MITTEE 
TRUST COMPANY SECTION 
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Geo. M. REYNOLDS 


PRESIDENT CONTINENTAL & COMMERCIAL NATIONAL BANK OF CHICAGO, WHO DELIVERED AN ABLE 
ADDRESS ON “THE MONEY TRUST INQUIRY,” BEFORE THE TRUST COMPANY SECTION 
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‘THE MONEY TRUST INQUIRY 


GEORGE M. REYNOLDS 
President of the Continental & Commercial National Bank of Chicago, Ill. 


(Address delivered before Trust Company Section, Annual Meeting, Wednesday, 
September 11, 1912) 









































Mr. President, Ladies and Gentlemen: Every great crisis wherein business 
has been seriously affected and which has had a tendency to accentuate any 
weakness in our system of business has brought out some object lesson for 
future guidance. 

The lesson of the panic of 1907 was that of the value of co-operation. 

The abuses incident to the unparalleled prosperity in this country for 
five years prior to that period caused an over-expansion in the use of credit, 
culminating in the latter part of October of that year in a money panic, which 
for a time paralyzed our commerce and threatened the destruction of our in- 
stitutions; public confidence was disturbed and, the solvency of the banks 
being doubted, depositors were anxious to withdraw their balances for the 
purpose of hoarding money. 

The amount of lawful money carried by the banks, while sufficient to 
meet all requirements under normal conditions, now that a state of chaos 
existed, was found to be inadequate to meet the demands made upon them, 
and since our Banking and Currency law contained no provision by which the 
banks could protect their outstanding credits, to say nothing of protecting 
the credits of their customers, the banks located in the principal cities 
throughout the country, as the only means of self-defense left to them, simul- 
taneously went upon a clearing house certificate basis. 

While this action seemed to some to be very drastic, it, in fact, proved to 
be the safeguard of the situation, since through it banks were enabled to meet 
the urgent requests for credit made upon them and renew credits already ex- 
tended to concerns, many of which might otherwise have been forced into 
bankruptcy. At the same time, self-preservation, admittedly the first law of 
nature, forced the banks in the large reserve cities to stifle the spirit of com- 
petition existing between them and work in harmony for the common good, 
—self protection compelling them tc applv the spirit of co-operation to their 
business in a practical way by utilizing, as far as was practicable, their com- 
bined skill and strength to defend the integrity of any bank or concern known 
to be solvent which required assistance. 

Regardless of this commendable spirit and the aid rendered, much criti- 
cism has been heaped upon bankers by certain classes. These critics are dis- 
satisfied because we do not in time of crises furnish to the public credit and 
money in amounts sufficient to meet their needs, and, on the other hand, in 
normal times they criticise us because, as they say, the control of money and 
credit is not sufficiently diversified. 

I am surprised that any student of the subject should pretend to believe 
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thai the banks in times of stress willfully withhold from the public the use 
of such credit and money as it is possible for them under existing conditions 
and in accordance with the law to supply. Self-interest alone would not per- 
mit of their doing this, for no profit can accrue to a bank where an excess of 
reserve accumulates. Furthermore, the law of competition would not permit 
it, for in these days when it is the universal practice for banks to extend 
credit in proportion to the balance which a customer carries with the bank 
subject to his check, the banker knows full well that if he fails to meet the 
legitimate requirements of such customer it will result in the loss of that ac- 
count, which, under the law of competition, will go to his neighbor, who will 
extend credit against such balances. ‘Therefore self-interest prompts the 
banker to do his utmost to serve the pubiic under these conditions. 

In thirty-two vears of experience in banking, I have yet to learn of the 
first instance where bankers carrying the reserves of a community have will- 
fully, and for the purpose of punishing individuals or industries in that com- 
munity, declined to extend credit against their reserves when there has been 
a disturbed public confidence and an unusually large demand for both money 
and credit ; and, so far as I know, the only bankers who have failed in emer- 
gencies of this kind have been those who have themselves been filled with 
fear and who have been so panic-stricken that they have placed their own 
safety above the public welfare. I am glad to say, however, that such bank- 
ers are so few as compared to the whole number that I do not believe there 
is just ground for the belief that the bankers of this country have failed to 
discharge this trust faithfully and well. 

Whatever of criticism can properly attach to the banks because of their 
failure to meet the wishes of the public in times of stress is due to the system 
and not to the inclination of the bankers, whose actions are circumscribed by 
a law compelling them to maintain certain reserves, no matter what the needs 
of a community for credit or money may be. 

As I stated in the beginning, the object lesson of the panic of 1907 was 
that of the value of co-operation, and bankers, striving, as do also those en- 
gaged in other lines of business, to prevent losses where possible, and quick 
to realize the real value of that lesson, have since that time applied this prin- 
ciple of co-operation with great success to the affairs of such of their cus- 
tomers as through unforeseen circumstances have experienced difficulty in 
maintaining their credit when it has been assailed. 

Instead of continuing to follow the old-time method of throwing such 
creditors into bankruptcy and getting a mere pittance on their claims— 
where conditions are such that they are justified in so doing, the bank and 
other creditors now form creditors’ committees to manage the affairs of the 
disabled concerns, thereby very often through such harmony of action re- 
storing the affairs of those concerns to a normal basis, thus averting their 
failure and consequent loss to the banks and other creditors. 

The application of this principle of co-operation by the banks as a means 
of protection, both to themselves and their customers, thus conserving the 
assets and oftentimes the integrity of both, by preventing failures as well as 
contentions between the creditors of concerns whose solvency is questioned, 
has caused many to misconstrue the real motives involved and apply the 
term “Trust” to this harmony of action which is always prompted, so far 
as I know and believe, by the highest motives born of a sense of fairness and 
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justice and reflecting a desire on the part of the bankers to conserve and up- 
build rather than to tear down and destroy. 

The fact that 95% of the business of this country is done upon credit, 
and that the use of actual money in transactions has been reduced to the mini- 
mum, makes it very easy for people who do not properly discriminate be- 
tween credit and money itself to become confused in the application of the 
terms ; and especially is this likely to be the case with those who thhave given 
so little study to the subject that they look upon a bank as being an institu- 
tion dealing in money, whereas, in reality a bank deals in credit, and the 
money it carries in its vaults is only an incident to its business, being carried 
only in an amount sufficient under the law of averages to make it possible 
for the bank to pay its obligations upon demand under normal conditions. 

This confusing of credit with money, as it is related to business, has 
caused much misapprehension on this subject and resulted in more or less 
honest criticism by those who do not realize that the “Money Power” as it 
is usually applied relates to the power or control of the credit which may be 
extended against either money or other tangible liquid assets easily or quickly 
convertible into money ; and in view of the temper of the people toward large 
aggregations of capital, it is not surprising that there has also arisen much 
confusion and misconception through the use of the words “Money Power” 
and “Money Trust.” Oftentimes, where quotations of alleged statements are 
made, the word “Trust” is, either through confusion or arbitrarily, substi- 
iuted for the word “Power,” making it appear as “Money Trust,” thereby 
changing the meaning of the statement as it was originally made. 

I disclaim any knowledge, to say nothing of any connection with any 
“Money Trust” of any character, and I feel | would be derelict in my duty 
if I were not to say to you that I do not believe any such trust exists. 

I feel this class of citizen has an erroneous opinion concerning banks, 
their business, their earnings and their relations to the public. In the first 
place, any condition which adversely affects the public must re-act detri- 
mentally on the volume of the business done by the banks, thereby reducing 
their earnings. 

Reverting to the criticisms of the banks during 1907 for their failure to pay 
money against the balances shown upon their books, I sometimes wonder if 
the public realizes that those balances were to the extent of 95% made up of 
items of credit and not money. I wonder, too, if the depositing public takes 
into consideration the fact that when the bank cannot pay its deposits on de- 
mand, it is only because it cannot realize on its credits extended to the Lor- 
rowing public. Two men may be neighbors, one is a depositor of $1,000 in 
the bank, the other a borrower of $1,000 from it. If the borrower will 
pay the note when demand is made upon him to do so, the bank will 
also be in a position to pay the depositor the amount of his balance. There- 
fore, in times of panic the reason that banks cannot pay the Depositing pub- 
lic their obligations on demand is because the Borrowing public cannot pay 
their obligations to them. Therefore, in criticising a condition of this kind 
the public should have their criticism attach either to the law which fails to 
apply the remedy or to the borrowers of banks who are unable to pay their 
obligations in crises. 

If a little more of the spirit of fairness were to be injected into a consid- 
eration and discussion of this subject, the masses of the people would be less 
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inclined to hold prejudice against or criticise banks, for, after all, the banks 
are only the “warehouses” of the credits of the community and the credits 
they control are subject to the ebb and flow incident to the fluctuations in 
business. 

In one breath a man will criticise the banks for not extending credit to 
the public in times of stress; in another he will criticise the bankers for vio- 
lating the National Banking law by loaning money when to do so impairs 
their reserves, thereby showing an attitude of inconsistency which I am un- 
able to reconcile. 

I have heard more or less criticism of banks in this country upon the 
theory that the “Money Power” is in the hands of too few people. 

Inasmuch as whatever control individuals may now have of our banking 
power comes to them under and by virtue of the National Banking law, as 
the result of a concentration of reserves in the central-reserve cities and 
through legitimate practices in the ordinary trend of business, and not, mark 
you, through any violation or evasion of the law on their part, would it not 
be far more becoming to criticise the law which forces this condition rather 
than to criticise the men who under the law have the condition forced upon 
them? 

As one who has been accused of admitting that the “Money Power” 
under existing conditions, or the power to extend credit in times of crises, 
rests in the hands of a few bankers in this country whose institutions carry 
the surplus banking reserves, I have for three years past been making a plea 
to the people of this country to assist in securing legislation providing for a 
system of banking and currency which, it is believed, will very materially 
decentralize the money power by placing it within the control of several 
thousand banks, rather than to have it literally controlled by the bankers in 
the central-reserve cities, as at present. 

So far as | know and believe, the majority of the bankers in the central- 
reserve cities recognize the enormity of the responsibility which rests upon 
them under the existing law and would welcome any legislation that is just 
and fair which would both minimize this responsibility and free them from 
the unjust accusations that are constantly being made against them. 

The banks of the country are the servants and not the masters of the 
people, and it is always to their advantage to serve the people provided con- 
ditions are such that they can do so without an infraction of the banking law. 

\Ve find a class of people referring to the financial institutions of this 
country as members of a “Money Trust” and “Lawbreakers,” but are not 
those depositors and intelligent business men who are in close relationship 
with the bankers through daily business and personal contact and who have 
an insight into their methods of conducting the business affairs of their in- 
stitutions, qualified to intelligently judge as to whether or not bankers are 
the criminals they are portrayed by some to be? Can you reconcile these 
accusations with the fact that the business of such institutions is constantly 
increasing and very largely too through the good offices of their customers 
and depositors, who, recognizing the value of the service rendered and the 
treatment accorded them, try to induce their friends to transfer their accounts 
to the bank with which they do business. 

In view of the good treatment extended by banks to that army of active, 
intelligent business men and citizens of this country who have been success- 
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ful, I cannot but feel this acrimonious criticism of banks and their treatment 
of the public emanates from a decided minority of our people. Indeed, to 
those who have been most active in their efforts to encourage the enactment 
of currency legislation, one of the chief discouragements encountered has 
sprung from the fact that business men and individuals have been treated so 
considerately and well by the banks that they have not had a proper realiza- 
tion of the great necessity for currency legislation, and, therefore, have been 
more or less indifferently inclined toward it. 

If the banks had failed to serve the public so satisfactorily or they had mis- 
treated or attempted to take unfair advantage of their customers, do you think 
this great army of people would have been slow to make themselves heard; 
and in this event do you not think there would have been the greatest interest 
in and support by it of any movement which was calculated to bring about 
currency reform? 

While I have heard much criticism of the policy of the management of 
banks in New York City during the panic days of 1907, which I know to be 
unfair and unjust, I regret to say that, on the other hand, I have seen but 
few expressions of commendation of the many examples of the self-sacrific- 
ing, noble and patriotic efforts made by many bankers of that city to allay 
the fear born of a disturbed public confidence and with a view of bringing 
order out of chaos, thus protecting our institutions at home and our integrity 
abroad,—so aptly illustrating how quickly criticism will prevail and how 
tardy we often are in according justice to those who, by a close adherence to 
their fidelity to the welfare of the people, often sink personality and self- 
interest for the common good. 

If the impending investigation can be divested of everything except an 
honest desire to find the cause of any unsatisfactory existing conditions, | 
believe it will result in good, for I feel confident it will be found that most of 
those conditions which have been the subject of criticism have been the out- 
gsrowth of the inadequacy of our system of banking and currency, and that 
bankers, in general, instead of entering into collusion with each other to 
control the money power for improper uses, are in fact only accepting such 
responsibilities as come to them naturally and by virtue of and under the 
law, and, furthermore, that they are striving to the best of their ability to 
vender to the public a proper accounting of their stewardship. 

I should like to say a few words upon what I regard as the duty of the 
banker, as well as the duty of the capital he controls, to the public, but since 
my views are so well known to you and the time at my disposal so brief, suf- 
fice it to say that we must, if we are free from cause for criticism, always have 
in mind the necessity for the practice of high ideals and the establishment of 
high standards in business, doing what we can to rhake the capital under our 
control do the greatest possible good in the upbuilding of our industrial and 
commercial enterprises; and in the extending of credit we should not ask: 
“Ts the applicant a friend or an enemy,” but rather we should determine as to 
whether or not the credit is wanted for legitimate purposes and as to whether 
or not it will be properly secured and repaid at maturity. 

I should like to refer to the money planks in the platforms of the three 
great political parties, but time and the fear of overtaxing your patience pre- 
vents. If, however, any of you can see anything in those planks to encourage 
bankers in an honest effort to help provide a proper system of banking and 
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currency,—a system which would correct the evils of the system under which 
we are forced to work,—I should be glad to have you point it out. 

The failure on the part of those prominent in shaping the policies of the 
great political parties, to inspire in the members of those parties a patriotic 
desire to consider this and other great national questions honestly and fairly, 
on their merits, without respect as to whether or not it will make or lose 
votes for their party candidates, is causing a great deal of industrial and so- 
cial unrest. If the time and thought given by some of the promoting of class 
prejudice and hatred could be devoted by them to an effort to promote quali- 
ties of mind and heart that would reflect fair treatment, justice and equity, 
much of the contention which is now so prevalent would be dissipated. 

Being more or less optimistic by nature and of a philosophical bent, and 
trying at all times to believe that what is, may ultimately result for the best, 
| see in these contentions and differences of opinion upon this and other ques- 
tions, this lesson, viz.: the necessity for a careful study of all of our national 
questions with open, unprejudiced minds, in the hope that we may become 
factors in the creation of a public sentiment which will tend to insure their 
settlement along wise and just lines and result in the greatest good to the 
greatest number. 

As bankers who have studied the philosophy of our business and think 
we know something of the laws of economics as applied to our organization 
of credit, we are impatient because others who are not students of this sub- 
ject and whose activities and studies have been along other lines do not sup- 
port our theories and recommendations with more readiness and enthusiasm, 
but J sometimes wonder if we, on the other hand, are any better equipped to 
consider and help determine other questions, such as the tariff for instance, 
than our neighbors are to help solve the questions involved requiring the 
enactment of currency legislation. I very much doubt it, and I want to say 
that to my mind all these national problems that are becoming more frequent 
in number and more complex in character, if settled fairly, must be settled by 
the force of a public opinion that reflects a knowledge on the part of the 
masses of the intricacies of our Governmental policies as they relate to eco- 
nomics as applied in our business. 

Believing, as I do, that open-minded, honest agitation of any question in 
which the public is interested, prompted by a laudable purpose and kept free 
from animus and prejudice, will tend to secure a proper solution of that ques- 
tion, I desire to disavow any antagonism for or opposition to the impending 
investigation of the so-called “Money Trust” by the House Banking and Cur- 
rency Committee; on the contrary, I shall be glad to do what I can to co- 
operate with the members of that committee so long as their activities are 
exerted along the lines of an honest endeavor calculated to promote better 
methods and higher ideals in business. 

Inasmuch as under good business conditions all lines of industry are ac- 
tive and prosperous and labor is fully employed, and since the ramifications 
of business affect every class of our people, public agitation of any question 
which can seriously affect business and thereby minimize the measure of the 
prosperity of the masses should be prompted only by the highest motives, 
and public discussion ef that subject should be along honest, honorable con- 
servative lines. 

Good business conditions insuring the full employment of labor means 
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the free use of capital and credit. The greater portion of the credit thus em- 
ployed has its inception in and is backed by the various banks of the country, 
and if those credits are stable our people must have confidence in our finan- 
cial institutions which undertake to protect them. 

Credit, even when based upon a proper premise, is extremely sensitive, 
and anything which disturbs public confidence at once impairs the quantity 
as well as the usefulness of credit, which so largely enters into our general 
prosperity. 

The business of the banks and the prosperity of the masses are so in- 
timately related through the use of credit that you cannot harm one without 
adversely affecting the other. 

Therefore, everyone, no matter how great or small his business may be, 
should be interested in encouraging only such a plan of procedure in the in- 
vestigation as will be required to determine the actual facts, keeping it free 
from prejudice or political bias, for any plan of procedure which would result 
in disturbing public confidence would affect our institution of credit and 
thereby carry its blighting effects into every home. 

Every banker in his relation to the public welfare should be in sympathy 
and co-operate with every movement which is honestly calculated to im- 
prove public conditions, but, knowing as we do, that our system of banking 
and currency makes no provision for the protection of credit when public 
confidence is disturbed or impaired, we, as bankers, should not hesitate to 
direct the attention of the public to possible dangers to business that may be 
encountered if this investigation should at any time be shorn of an honesty of 
purpose born of a desire for improved conditions. In this event bankers 
should not be found lacking in the courage to discourage, or even resist, any 
movement created for the purpose of capitalizing any prejudice for the bene- 
fit of any political party or for the advantage of anyone. 

I do not believe the bankers of the country will enter the slightest ob- 
jection to the making of a comprehensive investigation of the banks by those 
charged by the House with that responsibility, so long as such investigation 
does not require them to disclose to the public the confidential relations exist- 
ing between themselves and their customers, the divulgence of which might 
greatly embarrass the customer and thereby do serious injury to the banks. 
In my opinion the banks should, and I believe they would to the limit of 
their ability to do so, decline to make this information public. 

If a banker can be forced to disclose a confidential relationship between 
his bank and its customer, it would require but a short step further to capi- 
talize for the gratification of prejudice the confidences between the attorney 
and his client, as well as the secrets of the confessional. 

I cannot believe a condition exists which can begin to justify such dras- 
tic treatment; no more do I believe Congress will take any action which 
would strike so directly at the personal rights and liberties of the people. 

Since the laws enacted must be of a character to meet the approval of 
public opinion, and since bankers, as well as those engaged in other lines of 
business, must be governed by these laws, surely we, as bankers, who are so 
keenly interested in the discussion of this subject so vitally important to our 
welfare, cannot reasonably be criticised for honestly expressing our opinion 
upon it. 

I do not mean to question the attitude toward this investigation of any 
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oi those who have any connection with the work, for, until | am shown to 
the contrary by their work, | shall be pleased to believe that their efforts 
will be prompted only by the highest motives born of an honest desire to 
‘mprove public conditions and free from any desire on their part to needlessly 
annoy, much less harm, our financial institutions, which are the very bul- 
warks of our national strength. 





THE PRESIDENT: | am sure the members of the Section and those who have 
heard this able paper are under great obligations to Mr. Reynolds, and I desire in the 
name of all present to thank him for this excellent paper prepared for us. 

The next address, “Some Unscheduled Liabilities,” has been prepared by the Dean 
of the University of Michigan, H. M. Bates, Esq. 


SOME UNSCHEDULED LIABILITIES OF TRUST COMPANIES 


HARRY M, BATES, ESQ, 
Dean of the University of Michigan 


I wish, at the outset, to express my thanks for most helpful suggestions as 
to some of the legal problems arising in the performance of the duties of trust 
companies, and for information concerning the custom and practice regarding 
the matters with which I shall deal, to the following gentlemen: Mr. F. H. Goff, 
of Cleveland; Mr. Ralph Stone, of Detroit; Mr. Louis Boisot, Mr. H. A. Dow 
and Mr. Horace S. Oakley, of Chicago; Mr. Stanley D. McGraw, Mr. Henry C. 
Swords and Mr. E. C. Hebbard, of New York. 

The modern trust company, with its varied and highly developed functions, 
is a characteristic product of our present complex civilization. It meets the 
insistent economic demand for division of labor, specialized service, expert skill, 
fidelity and financial responsibility, without which many of the most important 
and most characteristic business undertakings of the present day could scarcely 
be carried on. The multiplying and ever refining needs of the business and 
industrial world have thrown upon this modern conception the performance of 
a vast number of diversified functions, but nevertheless, so skillfully has the 
organization been developed and made responsive to the dominant economic 
movements of the day, that unification rather than segregation of functions has 
resulted, with consequent increase in efficiency and decrease in cost of adminis- 
tration. The trust company, as someone has said, has become the corporation’s 
corporation, a sort of super-corporation as it were, an expression which may 
convey some meaning in these days when our literature is so full of the idea 
of the superman, living a life and performing functions just above and beyond 
those of ordinary human beings. 

This I think is not mere glittering generality. The trust company cannot 
be classified with other corporations or business organizations, either from the 
point of view of the law pertaining to its creation and subsequent life, nor from 
that of its functions. This must be clear when we consider that trust companies 
perform functions heretofore distributed among banks, safe deposit companies 
and individual or corporate trustees, executors, escrow holders, title guarantors, 
and agents, and fiduciaries of almost every conceivable kind. 
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The question then naturally arises, is there any law peculiar to trust com- 
panies? Have court decisions in conjunction with statutes resulted in a juris- 
prudence of trust companies? Or, to put a question not so comprehensive, have 
the activities of these companies resulted in the enunciation of any peculiar and 
characteristic doctrine of law? If these questions are to receive a categorical 
answer, it must be “no.” Trust companies being corporations, are governed, of 
course, by the statutes of the State relating to corporations in general and to 
the trust company in particular and to those developments of the judge-made 
law pertaining to corporations. I have not been able to find a single decision by 
any English or American court which can be said to arise out of any peculiarity 
of the trust company per se. All of the litigation of which I am aware has been 
settled by the application of statutory law, or by the doctrine of the common 
law relating to corporations, or more often to the particular function or activity 
involved in each case. The manifold and tremendously important activities of 
trust companies, then, have thus far only added to the development of the law 
relating to corporations, principal and agent, bailments, and other branches of 
the common law. In view of the magnitude of the operations of these compa- 
nies, their failure to produce a new branch of law may seem somewhat surpris- 
ing. It is due, first to the comparative novelty of this form of business organiza- 
tion, but largely, I think, to a certain toughness of English and American law, 
if not English and American lawyers, which resists change and novelty of classi- 
fication. Our common law and our common lawyers are prone, and rightly so, 
to decide new cases according to old principles, and to find guidance for the 
determination of rights growing out of activities, in the rules laid down for older 
and analogous organizations. If this paper has any marked trend, it will be in 
the direction of inquiring whether this condition of things is likely to continue 
in the future, or whether we may not, in some respects at least, anticipate the 
enunciation of principles of law based, of course, upon the old, immutable prin- 
ciples of justice and equity, but arising out of new functions and new relation- 
ships created by trust companies, and peculiar thereto. 

In undertaking to address you on this occasion my first plan was to con- 
sider a number of the transactions in which trust companies are engaged, prin- 
cipally in its capacities as transfer agent and registrar of corporate stock, and 
as trustee under mortgages securing corporate bonds. I have, to a large extent, 
abandoned this plan, however, first, because I find there has been very little 
development of the law since other papers on this subject were read to you, and 
partly because the admirable report of the Stock Transfer Conference of Trans- 
fer Agents and Counsel has been recently published and it discusses the impor- 
tant questions with which a transfer agent and registrar is obliged to deal, and 
contains a promise of fuller treatment with citations of authorities in a book 
shortly to be published. For me, then, to go over this ground would be super- 
fluous, not to say presumptuous. I shall confine myself, therefore, to a brief 
consideration of the liability incurred by the trust company in its dealing with 
corporate stock in order to show what little development the decisions of the last 
few years have produced, and especially of seeking to find out the general trend 
of that development with a view to hazarding some opinion as to its probable 
future course and direction. 

Let us then first inquire to what extent the liability of trust companies, 
acting as transfer agents and registrars, has been established by statutes or de- 
cisions of the courts. Statutes afford almost no assistance in determining this 
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liability, and court decisions on the subject are extremely few in number. This 
is a splendid tribute to the skill and fidelity with which trust companies have 
performed their delicate, important duties, but it makes it difficult to state with 
confidence or precision the nature and extent of the liabilities incurred. One is 
further embarrassed in the effort to make such a statement by the fact that there 
is lack of uniformity, and especially an almost complete lack of precision and 
definition in the contracts of employment of transfer agents and registrars and 
in the language used by such agents in certifying the performance of their duties. 
Authority for the employment of these agents is derived, of course, from resolu- 
tions of the directors of the corporations making such employment. So far as 
I have had opportunity to examine such resolutions, while they agree in general 
purport, they differ considerably in detail, and in defining the functions to be 
performed they are content as a rule to use only general terms, such as registrar, 
transfer agent and the like. The method of procedure is sometimes stated, or at 
least implied, and provision is made for the filing of sample signatures of the 
corporate officers, and sometimes for the employment of counsel, designated and 
paid by the principal corporation, to pass upon new legal problems for the guid- 
ance and immunity of the trust company. No attempt has been made in any of 
the resolutions I have seen to define or limit the liability of the trust company 
either to its principal or to buyers and sellers of the corporate stock. The ques- 
tion of ultimate liability to third persons could not, of course, be determined by 
resolution or by contract between the principal and agent corporations. In 1907 
Mr. Ralph Stone, of Detroit, published a valuable paper on this subject,* in 
which he showed that at that time the trust companies of New York used at 
least seven different words or phrases to indicate the performance of their 
duties as registrar: “Registered,” “entered,” “countersigned,” and “counter- 
signed and registered” were those most commonly used in New York and else- 
where. So far as I have been able to learn, the same divergence in language 
still exists. 

It has been said often in this Section that the relation between the corpora- 
tion and its transfer agent or registrar is that of principal and agent. Certainly 
that relationship exists, and out of it grow certain duties and liabilities, the gen- 
eral principles of which are fairly well settled, but, as has been said, the applica- 
tion by courts of these principles to specific cases have been very few in number. 

As new cases arise, and as the functions of the trust company, in this and 
other respects, become more fully developed and highly specialized, it is pos- 
sible that new duties and liabilities will be recognized by the courts. What the 
nature of these possible new liabilities may be can be understood only by con- 
sidering what those already established are. As the law stands today the general 
outlines of the relationship are fairly clear and simple. Any agent is liable to 
his principal if he fails to exercise that degree of skill in the performance of his 
duties which an ordinarily prudent and skillful man would exercise in looking 
after his own affairs in like matters.. Unquestionably, however, it has come to 
be recognized that the trust company is and holds itself out to be especially 
skilled and expert in the performance of the duties in question. Compensation 
is doubtless based upon this understanding. It follows, then, that the trust com- 
pany owes to its principal that high degree of care and skill which experts in 
such matters ordinarily exercise. This, I admit, is a generality which would be of 


* Trust Companies Magazine, 1907, page 214 
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little use to one not accustomed to applying general legal principles to specific 
cases. It certainly imports, however, that the trust company, acting in these 
capacities, shall employ trained and experienced clerks and officials, that they 
shall give to their work careful attention and shall have ample book and other 
office facilities for the performance of their duties. It further imports that the 
trust company’s officials and employees shall understand and be governed by the 
law pertaining to the transactions in question, and this often involves the law 
of several States, that they shall take notice of all matters or facts appearing in 
the transactions, or otherwise brought to their notice in connection with such 
transactions, showing, or tending to show, as the result of settled law or prac- 
tice, any rightful claim or liens or disabilities which destroy, restrict or limit 
the right of the seller to sell or the buyer to buy the stock in question. The trans- 
fer agent or registrar would, of course, be liable in case its principal suffered 
damages by reason of the transfer or registration of an excessive issue of stock. 

The courts have made a somewhat subtle distinction in classifying the liabili- 
ties of the agent with reference to third persons who, in the transactions we are 
considering, would usually be the owners or purchasers of stock. Even though 
the contract be exclusively between the corporation and the trust company, the 
trust company is nevertheless liable for all acts of misfeasance whereby third 
persons are injured.* For nonfeasance, by which is meant non-performance 
of its duties, the agent, generally speaking, is not liable+ The courts of New 
York have passed upon this very point as applied to transfers of stock. The at- 
tention of your Section has been called by others to the case of Dunham against 
The City Traction Company, decided by the Appellate division 1o1 N. Y. S. 87. 
In that case the transfer agent was held not liable to a person entitled to a trans- 
fer of stock for the agent’s delay in making such transfer, the court holding that 
there was no contract between the transfer agent and the stock purchaser, that 
the acts complained of amounted only to nonfeasance, and that the purchaser’s 
only recourse was against the corporation itself. The clear inference from the 
opinion of the court is that the corporation itself could have been made to re- 
spond in damages to the plaintiff, though it was shown that the delay in making 
the transfer was due to the honest but erroneous belief of the transfer agent, 
that as a matter of law the plaintiff was not entitled to receive a transfer of stock 
without certain steps which had not been taken. On this point a recent Iowa 
case is instructive: Dooley vs. The Consolidated Gold Mines Company (109 
N. W. 864). Assuming then that the principal was liable, did it have a remedy 
against its agent? The law is not settled on this point, but in my opinion the 
tendency will be to hold the agent liable to the principal on the ground that as 
an expert in the transfer of stock, his failure to know the law in connection 
therewith will not excuse him, but constitutes negligence. All this involves a 
delay of results with which there is just impatience. This case has since then 
been confirmed by the Court of Appeals, 193 N. Y., 642. There are at least five 
other decisions to the same effect by inferior courts in New York. I do not, 
however, believe that it would be safe to assume that the courts of other States 
will always follow these decisions. In the Dunham and other recent cases in 
New York State, the decisions were made with very little discussion of the prin- 
ciples involved, but on the authority of much earlier New York cases, notably 
that of Denny against The Manhattan Company (2 Denio, 115). The transaction 


*Mechem on Agency, Sec. 571. 
+Mechem on Agency, Sec. 572; Huffcut on Agency, Sec. 212 
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involved in the transfer of stock in that case, and in all other cases of that time, 
was very different from the present method. The transfer was then made upon 
the books of the company, at its own office, by a clerk or official of the com- 
pany. The reason for insisting that the injured party pursue his remedy only 
against the corporation and not against its employee in such cases was clear. 
It may be doubted if the same reason is fully applicable under modern condi- 
tions, but to this I wish to call more particular attention later. 

In my opinion, trust companies should also take notice of the recent ten- 
dency in many of our State courts to limit the scope of this doctrine of non- 
feasance. Thus, it has been held in many cases that where the agent undertakes 
the performance of an act in which the rights or property of a third person are 
involved, if he then abandons the undertaking, or neglects to perform some part 
of it, or so delays his performance that the person is injured, the case is really 
one of misfeasance and not merely of nonfeasance. See for example Osborne 
against Morgan (130 Mass., 102). It is not clear to me that the New York 
courts have been sufficiently impressed by this somewhat newer doctrine. To re- 
fuse to transfer corporate stock to one entitled to it repeatedly has been held to 
constitute conversion for which the corporation is liable. Some court may some 
day hold that if the agent takes the assigned old certificate preliminary to trans- 
fer, and then refuses to go on with the transfer, that he is liable directly to the 
injured person. 


For a long time it was the well settled doctrine of the courts that suit could 
be brought for violation of a contract only by one of the parties to such contract. 
This is still true in some States, notably in Massachusetts and Connecticut, but 


in most of our States this doctrine has been so modified that where a contract 
between two parties is made for the express benefit of a third party, such third 
party may sue the promisor. The law is in much confusion on this point, and 
with the present state of popular discontent with the administration of law and 
the probable general tendency of the courts, elsewhere referred to in this paper, 
it is not impossible that there may be an even further extension of the rights of 
third persons, not parties to the contract, but benefited by it, to sue on such con- 
tract. An illustration of what may happen is seen in the decisions of those 
courts permitting a resident of a city, which has contracted with a water com- 
pany to furnish water for public use and for the private use of its citizens, to 
sue such water company for damages resulting through failure of the company 
to fulfill its contract. For example, where the citizen’s house is destroyed by 
fire by reason of the failure of the water company to supply the agreed amount 
of pressure. In the case of the Guardian Trust Company against Fisher (200 
U. S. 57), the United States Supreme Court sustained a decision of the North 
Carolina Supreme Court enforcing such liability on the ground that the water 
company was performing a quasi-public or governmental function and was 
liable to a citizen injured by reason of its failure to supply the agreed amount 
of water pressure, but there have been several decisions in which such suit was 
allowed on the pure contract theory. They are not, in my opinion, sound as a 
matter of legal theory, but no one knows when the doctrine may become estab- 
lished in several of our States. See 3 Mich. Law Review, 442, 500. 

Some courts seem to have gone to extreme lengths in requiring the cor- 
poration to ascertain at its peril whether the sale is legitimate and authorized, 
and on the other hand they have held the corporation to strict liability for 
honest but mistaken refusal to make the transfer. Instances of this type of the 
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twin dangers, the Scylla and Charybdis, between which the transfer agent must 
steer its narrow and tortuous course, may be found in two recent cases. In 
Miller vs. Doran (245 Ill. 200), decided in 1910, a corporation transferred the 
stock in question after a decree had been entered in pending litigation finding 
the ownership of said stock in such prospective transferee. The transfer was 
accordingly made. On appeal, however, the decree was reversed and the cor- 
poration was held liable to the person finally adjudged to be the rightful owner. 
On the other hand, in Mundt vs. Commercial National Bank (99 Pacific Re- 
porter, 454), it was held that the corporation cannot inquire into the motives 
which induced the transfer, nor question the consideration of such transfer. 
In O'Neill vs. The Wolcott Mining Company (98 C. C. A. 309), a corporation 
was held liable for refusing to transfer stock, which refusal it based on the 
ground that the original certificate still stood on its books in the name of the 
original purchaser who some years before the attempted transfer had informed 
the company that he had lost some of his certificates, and instructed it not to 
transfer any of the stock represented without his consent. 

The question as to whether a transfer agent is liable for transferring stock 
upon a forged assignment or certificate remains unsettled so far as I can ascer- 
tain. Of course the corporation itself is liable for the issuance of certificates 
forged or fraudulently issued by its own officers. Jarvis vs. The Manhattan 
Beach Company (148 N. Y. 652), and Fifth Avenue Bank vs. Railway Company 
(137 N. Y. 231), are cases of this type. But it does not follow from this that 
the transfer agent is liable for the same act where the forgery is not by any of 
its offcers. Neither is there a sufficient analogy between the case of the trans- 
fer agent and that of the bank which cashes a check forged in the name of one 
of its depositors, and which is held absolutely liable therefor, to justify the 
application of the rule of the bankers’ liability. The banker is rightly held to a 
knowledge of his depositor’s signature. The transfer agent on the other hand 
has not the same means of knowing the shareholders’ signature, and in the 
absence of actual negligence should perhaps not be held liable. I do not under- 
take to predict, however, how this question will be finally settled. The supposed 
analogy between strictly negotiable paper and corporate stock has been worked 
a little too hard. While there may be a tendency toward approximation in the 
legal characteristics of these two types of paper, the decisions of the courts, 
nevertheless, make clear that there are vital differences. For example: The ven- 
dor of corporate stock does not warrant its value. Rereton vs. Maryott (21 
N. Y., Eq. 123). In the case of Rothmiller vs. Stine (143 N. Y. 581), it was 
said that the rule that one who sells commercial paper payable to bearer warrants 
that he has no knowledge of any facts which prove the paper to be worthless 
on account of the insolvency of the maker, does not apply to the sale of cor- 
porate stock so as to place the stockholder under any legal obligation to state the 
fact that the corporation is insolvent. 

A few suggestions with reference to the report of the Stock Transfer Con- 
ference may not be amiss. These are not in supposed correction of, or addition 
to, that report, for which, as well as for the distinguished gentleman who par- 
ticipated in the conference, I have the most profound respect. On the contrary, 
they are to be taken only as growing out of some special experiences of my own, 
and as made with reference to the possible future tendencies of our courts, else- 
where referred to in this paper. It may not be presuming of me to say that this re- 
port contains an admirable statement of those powers so far as the disposition 
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of corporate stock is concerned. Quite properly the report justifies the transfer 
of stock to or by an executor or administrator, when there are no facts which 
would put the corporation or its agent upon notice of any limitation of authority 
by the will or law or of paramount right of others as creditors, heirs or legatees 
which might restrict such right of alienation. It is precisely here, however, 
that it seems to me we may look for some change in the attitude of the courts. 
Our existing decisions go far in giving the executor the right to deal fully with 
the assets of his testator and in permitting third persons, without notice of re- 
striction or limitation, to acquire good title to such assets, even where the execu- 
tor has improperly sold them. How great latitude in this respect has been al- 
lowed may be seen in the case of Carter against Manufacturers National Bank 
(71 Maine 448), in which a bank had loaned money on a pledge, by an execu- 
tor, of stock belonging to his testator’s estate, the proceeds of which loan he 
converted to his own use. The bank was allowed, nevertheless, to retain title 
to such stock as against creditors and other claimants. The recent Mississippi 
case, Meyers vs. Martinez (48 So. Rep. 291), is perhaps even more extreme. 
In that case an executrix fraudulently appropriated stock in a bank of which she 
was a director to the prejudice of creditors. The bank had permitted her to sell 
this stock, knowing of the pending administration, yet it was held that the bank 
had incurred no liability to the creditors. The doctrine thus exemplified is based 
upon conditions which no longer exist. In the first place it was the early theory 
of the courts that the executor, being the confidential appointee of his testator, 
stood in the latter’s shoes and could deal with his estate pretty much as the 
deceased himself might have done. With the developments of our modern 
probate law and the close scrutiny and supervision of the court over all of the 
executor’s acts, this view of the executor’s relationship to the estate and his 
power in connection with it is no longer tenable. In the second place, the great 
power allowed the executor was due to the opinion that he should be permitted 
to deal freely with the assets of the estate and that purchasers should be able 
to buy freely in order that the best price might be obtained. The same develop- 
ments of the functions and powers of the probate court with the power to au- 
thorize a sale at any time, and to require a bond, now enable the executor to 
give assurance of title to the purchaser in all cases where he has a right to sell. 
It will not be surprising, therefore, if the courts in the near future show a ten- 
dency to find that the purchaser from the executor is bound by the mere fact of 
the executorship to ascertain at his peril the extent and the limits of the execu- 
tor’s authority in each case, and the facts as to the payment or non-payment of 
taxes, debts and legacies. In other words, the present tendency, though not a 
marked one, is to restrict and limit the legal presumption that the executor is 
dealing lawfully. This possible increase of liability can be partially guarded 
against by insisting upon an order of court authorizing the sale or the taking 
of an indemnifying bond in most cases. 

There is great danger in dealing with that portion of an estate which is 
covered by the residuary clause. Cases are not uncommon in which the resi- 
duum of an estate supposed at the time to be large, is given to the widow or other 
near relative of the deceased. Though large when the will was made, or even 
when the testator died, this residuum may shrink before the time of closing the 
estate. It may well be, and in many cases it has transpired, that property thus 
distributed or sold under the residuary clause turned out to be needed to pay 
debts or specific legacies. No transfer agent, therefore, should consent to the 
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sale of stock covered by a residuary clause of the will without an order of court, 
an indemnifying bond, or other protective measure, except, perhaps, in the clear- 
est possible case of a sufficiency of assets. 

This point may be considered in connection with questions I and V1 of the 
Conference Report. In regard to transfers by guardians it seems to me that 
when it is feasible to do so, the transfer agent should require copies of the letters 
of authority to the guardian, and if the ward’s estate be still under the control 
of the court, it should demand an order of court authorizing the transaction. 
I cannot but feel that it is dangerous for the transfer agent under these circum- 
stances to rely upon the presumption that the guardian is acting lawfully and 
with authority. The courts are proverbially tender in the affairs of wardship, 
and the utmost care in dealing with guardians is advisable. 

I have time for only a passing reference to a few matters concerning the 
liability of trust companies acting as trustees under mortgages securing corporate 
bonds. It is apparent that the practice during the last few years has tended 
toward a uniform and it seems to me a very wise refusal of trust companies 
to certify the character or quality of the bonds thus secured either as first mort- 
gage, leasehold or of other types. But it is obvious that trust companies should 
have no connection with a bond issue in which the salient characteristics of the 
security are not clearly set forth on the face of the bond itself, together with 
reference to the mortgage or trust instrument in which a complete and detailed 
statement of the security should of course be made. The purchaser should deter- 
mine the character, quality and value of the security for himself, at least he 
should not look to the trustee for this information. The trust company has too 
many important functions to perform, and it owes too much to its stockholders 
and the various enterprises with which it is connected to subject itself to the 
uncertain and potentially enormous liability involved in certifying the character 
of securities. The liability of the trustee ought to be clearly and definitely set 
forth in the trust instrument. So far as the bond is concerned, the nearly uni- 
versal practice now seems to be to make a simple statement like the following: 

“This is to certify that this is one of the bonds mentioned 
in the indenture within referred to.” 

As a matter of practice, however, trust companies pretty generally under- 
take for their own assurance and reputation many things not indicated by the 
foregoing, and there is unquestionably a strong disposition on the part of the 
investing public, at least in that class of non-professional investors known as 
outsiders, to infer that the connection of the trust company with an issue of 
secured paper is a sort of blanket guarantee that all is well. Unquestionably 
prominent trust companies are often selected to perform the function of trustee 
for the very purpose of giving this general assurance facilitating the sale of the 
securities. This, in my judgment, makes the situation a dangerous one, for 
while the general popular belief cannot create legal liabilities, acquiescence in 
this custom and in this popular impression will tend to color the decisions of 
the court when questions of liability arise. It is highly important therefore that 
the liability of the trustee be strictly defined and limited, and that by proper 
recitals in the bonds and trust instruments notice of the limitations be brought 
home to investors. In this same connection the most scrupulous care should be 
exercised in the choice of words used in describing the securities. An illustration 
of what I mean is brought out in the following incident. A corporation recently 
borrowed a large sum on its own notes. This issue was carefully guarded by an 
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instrument with the ordinary commercial safeguards. Acting on the advice of 
one of the most skillful examiners of corporate securities, the trust company 
requested to act in the premises refused to certify this issue of notes so long as 
the promises to pay were styled “debentures,” on the theory that a debenture 
imported some kind of collateral and that to certify such notes as debentures 
might mislead the public. But after all the safeguarding of the trustee in these 
transactions is a matter of individual consideration in each case, and few general 
rules of value can be laid down. 

In the foregoing fragmentary discussion I have considered the liabilities of 
the trust company, especially when acting as transfer agent and registrar, as 
circumscribed by the law of agency. I think it highly desirable for many reasons 
that the liability be so limited, but I can scarcely feel that I shall have shown 
the extent of my appreciation of the honor you have conferred upon me in asking 
me to address you, unless I point out certain tendencies which seem to me not 
unlikely to result in an actual extension of and addition to the liabilities incurred 
by the transfer agent and, to a less extent, by the registrar. It might for the 
moment be more gratifying to you if I were to assert roundly that these liabili- 
ties can never transcend those of the ordinary agent, and that the only ques- 
tions which can arise in the future are those involved in the application of the 
settled principles of agency to specific cases arising in the trust company’s busi- 
ness. I cannot but feel, however, that there are many signs of the times and 
many currents of popular thought, and some almost casual not to say subcon- 
scious expressions of the courts themselves in cases involving trust companies, 
which portend possible changes in the law. And unpleasant and unpopular as 
it may be to bring these matters to your attention, it seems to me that this is the 
honest and perhaps the only service I can render to you on this occasion. It 
would be superfluous to do more than merely refer to the present intense popu- 
lar dissatisfaction with the attitude and conduct of the profession which I am 
proud to represent here today, with our existing law, especially that concerning 
large business activities and with the administration of justice generally. In the 
nature of things the lawyer is, and ought to be, conservative. As Sir Frederick 
Pollock, the great English jurist, has said, “taught laws,” by which he means 
in effect English and American law of today, “is tough law.” It has resisted 
change, and has seriously retarded in some particulars legal reforms instituted 
by legislatures by applying the rule that statutes in derogation of the common law 
must be strictly construed. As a result we have been almost overwhelmed with 
a flood of criticism, some just and more of it unjust. And certainly, however 
unjust this criticism may be, I do not see how anyone can fail to realize that 
there has grown up among the American people a state of mind and an attitude, 
not wholly the work of demagogues, which is exerting and is sure for some time 
to continue to exert an increasingly powerful influence upon our legislatures and 
courts. 

This wave of popular criticism, so far as it affects the law relating to trust 
companies, bears most heavily upon the supposed favoring of large business 
enterprises at the expense of the individual circuity of action, concerning which 
I have already spoken, and technical or arbitrary defenses. There is a strong 
feeling that too often the law considers the form rather than substance of things. 
Moreover the recent development of the paternalistic attitude of government in 
the effort to have government protect the individual in every possible way, a 
tendency which certainly has its unfortunate results whatever may be its effect 
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as a whole, finds a corresponding tendency to insist that the individual be pro- 
tected by somebody, even in his individual investments and business enterprises. 
In endeavoring to prove worthy of public confidence, and I suppose to increase 
business, trust companies have perhaps emphasized this tendency by doing a 
great many things in connection with their agencies and trusteeships which are 
not strictly within the scope of such employment. With the courts yielding per- 
haps subconsciously to this popular demand for the protection of the individual 
as against the great corporate enterprises for directness of action as in permit- 
ting a suit against the agent, it would not be surprising if they were to permit 
the growing custom of trust companies to undertake these enlarged functions, 
to result in the establishment of legal liabilities not before attendant upon the 
functions in question. The case of the transfer agent affords the best illustra- 
tion of this possible tendency. When the transfer of corporate stock was purely 
an internal affair, performed by the officer or employee of the company, the 
scope of the liability incurred was necessarily limited to the precise work of 
transferring the stock, but now the custom is well established to employ for this 
purpose an independent corporation with established reputation for skill, fidelity 
and financial responsibility. While this change may have been brought about 
mainly by the demands of the New York and other stock exchanges, there is no 
doubt that corporations are influenced to employ trust companies in this capacity 
for the purpose of inspiring confidence in the purchasers of stock, and the pur- 
chaser is thus led to feel that an impartial agency, one not controlled by the cor- 
poration itself, is passing, in a general way at least, upon the validity of the 
stock and its assignment. Is it not probable that there will grow out of this 
custom something more than mere agency? A corporation may employ a man 
with an established reputation for skill and honesty and do so partly for the pur- 
pose of increasing its business, yet here there results nothing but a case of agency. 
Impalpable though it may be, it seems to me nevertheless there is a clear distinc- 
tion between such a case and that of a trust company in such a capacity. Un- 
questionably the public deals more freely in stock which is transferred and regis- 
tered by such an agency than with one not so certified. A general feeling of 
security is induced and this fact is getting to be well known. Several years ago 
a case arose in New York which illustrates my point, and the decision of the 
case tends to confirm the existence of such a tendency as I have indicated. In 
McClure vs. Central Trust Company (165 N. Y., 108), one Warner had sold 
his patent medicine business to an English corporation, in which he became the 
largest stockholder. Desiring to put his stock on the market in this country, he 
employed a firm of promoters. They issued a prospectus offering for sale cer- 
tain shares of this stock, for which the purchasers were to receive certificates 
issued by the Central Trust Company as transfer agents. McClure, the plaintiff 
in this case, received such certificates from the Central Trust Company, but 
Warner being indebted to the English Company, the latter refused to transfer 
his shares. The court held the Central Trust Company liable as a vendor upon 
an implied warranty of good title. I recognize that this is not a typical case, 
but the opinion of the court indicates appreciation of the fact that the transfer 
agent may easily put itself in a position with liabilites much greater than those 
of a mere agent. As I have before said, popular belief cannot create legal liabili- 
ties, nor can mere custom change established law, but in most of our States there 
is no established law relating to the status and liabilities of trust companies act- 
ing in certain capacities. Without saying that they would be justified in so 
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doing or that this would be a scientific development of law, I believe that it is 
nevertheless true that some court or courts of last resort may, in the near future, 
hold for an enlarged liability of the kind indicated, perhaps that of an insurer, 
even upon the rather vague basis I have outlined. If they do, it will be because 
they recognize that the participation of a great trust company aids, and is often 
intended to aid in the sale of corporate stock, and they will say that out of this 
grows moral responsibility and legal liability. 

Now I am very far from believing that this possible tendency is desirable. 
On the contrary, because of the delicate and important functions it has to per- 
form, because it has become such an essential part of our vast modern fabric 
of business, it seems to me that trust companies should not be allowed to incur 
this potentially varied and enormous liability. How can such liability be escaped 
should the courts manifest a tendency to impose it? I can add little, if anything, 
to what has been said by former speakers in arguing for legislation, uniformity 
of practice, avoidance of general terms in certificates and elsewhere, and the 
strict and explicit limitation of the functions undertaken and liabilities recog- 
nized. 

The recent case of Davidge vs. Guardian Trust Company (203 N. Y., 331), 
and the somewhat earlier case of Gause vs. Commonwealth Trust Company 
(196 N. Y., 134), will show what legislation can accomplish. In this action the 
court said: “The legislature intended and the public interests demand that trust 
companies shall be confined, not only within the words, but also within the spirit 
of the statutory provision which declares that a corporation shall not possess or 
exercise any corporate powers not given by law or not necessary to the exercise 
of the powers so given. Such authority does not permit a trust company to 
enter into speculative and uncertain schemes, or, unless under peculiar circum- 
stances not disclosed in this case, become the guarantor of the indebtedness or 
business of others.” This permits the defense of ultra vires, one of great strate- 
gic value. 

Something at least can be accomplished in agreeing upon the language of 
transfer and registration certificates. For example, it seems to me better that 
trust companies should sign “as registrar” or “as transfer agent.” The use of 
the word as, though possibly superfluous, tends to bring out the limited char- 
acter of the work performed. While I do not think that in the case of Jarvis vs. 
Manhattan Bank Company (148 N. Y., 652), the court intended to attach the 
significance to the word “countersigned” which some writers have ascribed to it, 
still it seems to me it is a word to avoid because in the popular mind it is often 
taken as indicating a general authentication and guarantee of the instrument in 
question. For similar reasons perhaps the phrase “entered for registration” is 
to be preferred to the simple word “registered.” The difficulty about all of these 
cases is that the statutes and the corporations themselves have assumed that 
certain general terms such as transfer agent, registrar and the like have definite 
meanings. This is not the case. Would it not be possible, and is it not desirable 
that these words should all be defined by law, at least in States in which there is 
much business of the kind we are considering, or that a precise, explicit delimita- 
tion of the functions performed be attached to every instrument involved? Just 
how this should be done, if it be feasible at all, it would be presuming in me to 
undertake to say. ° Finally, let me repeat that the possible tendencies to which I 
have referred would certainly not be scientific legal developments; that the ex- 
tension of liability, which I fear, is on almost every account undesirable and that 
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if I have ventured to give expression to these half prophecies, it is because | 
have a keen appreciation of the vital importance to the business world and to all 
of us, of preserving the strength and integrity of this great modern commercial 
device which you gentlemen so ably represent, which you are conducting, with 
such fine appreciation of responsibility, and such great fidelity. 
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THE PRESIDENT: I have no doubt that the members would like to discuss 
this very important question, and unless there is something to interfere we might re- 
juest the reader of this paper to 
be with us tomorrow morning 
I know some of you are deeply 
interested. 
MR. F. H. GOFF, President 
The Cleveland Trust Company: 
Mr. President, appreciating as | 


do the great amount of time and 
labor involved in the preparation 
of a paper of this kind, covering 
practically an unexplored field of 
the law, I move you, sir, that a 
vote of thanks and appreciation 
be extended to Dean Bates for 
the able paper submitted. 


MR. WILLIAM C. POIL- 
LON, Vice-President Bankers’ 
Trust Company of New York 
City: I second the motion. 
THE PRESIDENT: Gentle- 
men, you have heard the motion 
Those in favor make it known 
by rising. The motion is unani- 
mously carried. | am sure you 
will be interested in the next 
paper by one who has been so 
long interested in the Trust Com- 
pany Section and I take great 
pleasure in asking Mr. Breckin- 
ridge Jones, president of the 
Mississippi Valley Trust Com- 
pany of St. Louis, to come for- 
ward and tell us what the Trust 
_ Company Section has done since 
RALPH STONE he began the Section fifteen years 
VICE-PRESIDENT DETROIT TRUST COMPANY, DETROIT, MICH. ago. 
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Fifteen years ago the title “trust company” was familiar to the Amer- 
ican people, for it is said that some 500 institutions used it as a part of their 
name. As to what such a title meant, however, the people in general had a 
very vague idea. The words “trust company” hhad not become distinctive ; 
they had been coupled with other words, as “Loan and Trust Company,” 
“Life Insurance and Trust Company,’ etc. Some companies were in fact 
trust companies, but their names did not clearly indicate it to the public; 
e. g.. Pennsylvania Company for Insuring Lives and Granting Annuities. 
A trust company was to the masses something unknown and mysterious, and, 
because not defined by the law, had been seized upon by certain of the un- 
scrupulous to blazon abroad many promises of a get-rich-quick variety. In 
fact, according to the report of the National Monetary Commission, in 1894 
there were only 228 companies that were real trust companies—all the rest 
were masqueraders. Some people argued that a “trust company” is a com- 
pany with trust in it, and that trust, while a good word in itself, had grown 
to mean that the company using it must be trusted for everything without 
giving anything in return; others thought that it was synonymous with pool, 
combination in restraint of trade, or other term of denunciation used by the 
radical reformer and the political demagogue. By many it was considered 
the relation, if not an actual tentacle, of that ominous thing called an octopus. 
Even the best organized and most conservative trust company was marked 
with an interrogation point. Six years before, after great search, I had not 
been able to find in print fifty pages of general discussion of information as 
to trust companies. 

To the younger men this may seem an overstatement of the facts, but 
there are those here today who will remember a paper presented at the first 
meeting of this Section, just fifteen years ago, by Mr. Ralph Stone, then 
trust officer of the Michigan Trust Company, of Grand Rapids, and now one 
of the most competent financial leaders of this most progressive city. He 
said: 

“During the collection of the material for the paper, an incident occurred 
which may be worth relating. In response to a request addressed to the 
Secretary of State for each State, for a certified copy of the laws relating to 
trust companies, about half a dozen secretaries transmitted copies of the laws 
regulating, restricting, or prohibiting pools, trusts, unlawful combinations, 
and conspiracies in restraint of trade. The copies of these laws were 
returned with an explanation that it was the statutes relating to trust com- 
panies which act as trustee, executor, etc., which we desired. In one case, 
the Attorney-General, to whom the letter was referred, replied that he re- 
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gretted misreading the first letter on the subject, but that after a thorough 
search, he was convinced that there were no statutes of his State relating 
to trust companies, and that, as far as he could learn, there were no trust 
companies doing business in his State, except the Standard Oil Company.” 

If the men who had risen to the positions,of Secretary of State and At- 
torney-General could be so befogged, what could be expected from the public? 

Many—lI believe it might be said a majority—of the banks in the large 
cities where trust companies were generally operating, did not fully under- 
stand the functions of a trust company and looked on that institution with 
suspicion and as an unworthy rival. How could they do otherwise, when the 
name was constantly surrounded by the smoke of ignorance? There were 
educated bankers, however, who realized that the trust company was not so 
much a rival of the banks as it was the bank’s outgrowth or corollary— 
a co-ordinate branch of finance. They remembered that the reason the first 
trust company was formed in New York in 1822 was because banks could not 
attend to certain business outside of the City of New York; that if the banks 
could have done so, what is now the Farmers Loan & Trust Company, of 
New York City, might never have been started. It was realized by the 
financial student that our development to a certain point could be easily 
handled by the bank, but that, with the marvelous development of our 
country, the density of population, and the aggregations of wealth, came a 
demand for a more elastic financial institution in order efficiently to meet 
the requirements of a more complex community. The trust company, a con- 
servator of capital, to work hand in hand with the bank, the creator of 
capital, was the invention of American genius, and this despite the fact that 
Roman Argentarius, as an individual, exercised some of the functions of 
a trust company. 

This antagonism on the part of the banks was reflected in the legislatures 
of several States, evidenced at every session by bills to restrict the powers of 
trust companies in States where those powers were broad and by faction 
opposition to bills giving ample powers in States where additional legisla- 
tion was needed. Many of these conflicts were acrimonious—all were serious. 

Intelligent men, both bankers and trust company officials, appreciated the 
situation, and what might have grown into a wall of flame—a permanent 
antagonism between the banks and trust companies—was smothered out 
when it was a tiny blaze. It became apparent that, both for the purpose of 
protection and in order to educate the public, companies doing a legitimate 
trust company business should have a national organization. Many advo- 
cated organizing an association composed exclusively of trust companies, but 
as there was already in existence the American Bankers’ Association, of 
which a number of trust companies were already members, others thought it 
wise to clasp hands and work with it. One year before this Section was 
formed an application was made to the Executive Council of the parent body 
to recommend changing the by-laws so as to provide for a Trust Company 
Section. The argument was made that there was no precedent in the Asso- 
ciation for such action, and that if such a Section were formed it would result 
in unifying the strength of the trust companies and produce a factional strife. 
The application was not granted. 

So, the year following, after some correspondence with prominent trust 
company men, and without any commitment on the part of the parent body, 
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there was delegated to me the privilege of sending out the call for the meet- 
ing of trust companies, to be held in St. Louis at the same time as the National 
Convention of the American bankers’ Association. The purpose of this 
meeting was to discuss the organization of a Trust Company Section of the 
American Bankers’ Association, and the call was signed by fifteen trust 
conipanies, representing eight separate States, as follows: 

Boston—Old Colony Trust Co., by T. Jefferson Coolidge, Jr., President. 

New York—Continental Trust Co. of the City of New York, by Otto T. 
Bannard, President; United States Mortgage & Trust Co., by G. W. Young, 
President. 

Brooklyn—Franklin Trust Co., by Geo. H. Southard, President. 

Chicago—The Northern Trust Co. Bank, by Arthur Heurtley, Secretary: 
Security Title & Trust Co., by Peter Dudley, Trust Officer; Title Guarantee 
& Trust Co., by Frank H. Sellers, Trust Officer. 

Indianapolis—The Union Trust Co., by John H. Holliday, President. 

St. Louis—Mississippi Valley Trust Co., by Breckinridge Jones, Second 
Vice-President; St. Louis Trust Co., by John D. Filley, Secretary; Union 
Trust Co., of St. Louis, by C. Tompkins, Treasurer; Lincoln Trust Co., by 
A. A. B. Woerheide, Secretary. 

l.ouisville—Columbia, Finance & Trust Co., by Atilla Cox, President: 
Fidelity Trust & Safety Vault Co., by John Stites, Vice-President. 

Denver—The International Trust Co., by F. B. Gibson, Secretary. 

When this meeting was called to order on September 22, 1896, there were 
present seventeen trust company officials from ten different States. After a 
thorough discussion of problems which, due to the influence of this Section, 
are now matters of history, through the aid of the talented Joseph C. Hendrix, 
who was Chairman of the Executive Council, the Trust Company Section 
was formed. 

Just fifteen vears ago in this City of Detroit, in the Turkish Room of the 
Hotel Cadillac, the first meeting of trust companies, as a Section of the 
American Bankers’ Association, was held. Then it was that the mist of 
ignorance and uncertainty concerning trust companies began to disappear. 

It may be of interest here to record that, in appreciation of Mr. Hendrix’ 
acting as doctor at the borning, when a memorable struggle came up at that 
meeting here in Detroit between George H. Russell, of this city, and Jo. 
IHendrix, as representing the progressive element as against the “Old Guard,” 
as they plumed themselves, led by Mr. Hahn and Mr. Tracy, it was the solid 
support of this Section that turned the tide, made Russell President that vear. 
and led to Hendrix being l’resident the following year. 

At that first meeting, I was called on to present the needs of the trust 
companies of the United States, and from the records of that meeting I find 
that it was suggested: 

First. That the Section should see that no company used the words 
“trust company,” unless it did a legitimate trust company business. 

Second. That the Section should use its best efforts to bring about a 
greater uniformity in laws relating to trust companies. (This meant that in 
many States we-should see that some kind of a trust company statute be 
enacted. ) 

Third. That the Section have some publication make a compilation of 
trust company laws of all the States. 
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Fourth. That the Section try to induce some of the banking journals to 
publish the papers read at the meetings, and to devote some space to ques- 
tions of special interest to trust companies. In short, the effort was to lay 
the foundation for a recognized literature, and standardize the business and 
promote the acquaintance and social intercourse among trust company men. 

Yo the trust company man of today, this very mention of what the Section 
thought it should accomplish, shows what the Section has really accomplished 
in fifteen years. From time to time at the meetings of the Section, papers 
have been read, published in the records, and in many instances issued in 
pamphlet form and widely distributed. These papers have covered the 
general field of trust company activity, and furnish an invaluable library of 
trust company literature, accessible alike to those in and out of the business, 
and will-endure as an ever fresh Pierian Spring to those thirsty for trust 
company information. Students are continuously scanning the pages of 
these records, and several enterprising writers have in effect digested parts 
of them, and worked the results, along with other matter, into excellent books 
relating exclusively to trust companies. The cry of ‘no literature’ has been 
met. 

\Vhen one examines the various banking journals of the present, it seems 
strange that there was ever a time when no space was devoted to trust com- 
panv news. The present day condition also shows the very important 
position the trust company has come to take in the financial world, for besides 
being given space in nearly every banking journal, it also has a journal. 
Trust CoMpANIES Magazine, published monthly, and devoted exclusively to trust 
company matters. When a compilation of trust company laws was first sug- 
gested, there had not developed sufficient esprit de corps for us to do this work 
ourselves. None of us, I think, realized how capable and strong an association 
had been brought into being. As it is, the Section itself has published a com- 
pilation of trust company laws, and has gone a step further and compiled a book 
of trust company forms. In fact, the third and fourth needs of the Section, 
as presented fifteen years ago, have been fully met to the present time, and, 
of course, will be taken care of in the light of changes demanded from time 
to time. 

iow great progress has been made under the supervision of this Section 
as to the use of the words “trust company,” and the enactment of laws 
voverning trust companies in the various States, is established by the fact 
that at the time of the first meeting here in Detroit, there were thirty States 
which had no laws specifically governing trust companies. Such institutions 
as used the name had come into existence under special charters, or under 
general banking laws; and if they were created under general bank- 
ing laws, it means as a rule that they were only banks of discount 
and deposit, could not exercise trust company functions, and were trust 
companies in name only. Today the situation is greatly changed. Accord- 
ing to the Digest of the State Banking Statutes, compiled by Samuel A. 
Welldon for the National Monetary Commission, there are only ten States 
that now have no separate laws governing trust companies. They are: 
Arizona, Connecticut, Delaware, Florida, Nebraska, Nevada, North Carolina, 
Oregon, South Carolina and Tennessee, and there are trust companies in 
each of them. In six other States, namely, Idaho, Iowa, Mississippi, Rhode 
Island, Utah and West Virginia, the trust company laws are all too brief. 
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Louisiana has trust company legislation, but it seems to be so commingled 
with the laws concerning banks, that it is difficult to know exactly what is 
meant. However, counting both the States that have no separate legislation, 
and those with laws that are too brief, we have only a total of seventeen, 
which means that in the fifteen years of our existence, thirteen States have 
been influenced to enact trust company laws. 

In this connection, it is also interesting to note that today in only seven 
States are no reports required from such trust companies as may be organ- 
ized. They ‘are: Alabama, Arizona, Arkansas, Florida, Louisiana, 
Nebraska and Tennessee. And in only nine States are no examinations by 
State officials required, namely, Alabama, Arkansas, Florida, Kentucky, 
Louisiana, Mississippi, Nebraska, Tennessee and Virginia. 

in many jurisdictions, but by no means all, today the unwarranted use of 
the words “trust company” is punished under the criminal laws, and in this 
way the public is protected. 

The functions of a bank as a corporation have been known to the world 
since the middle ages, but the functions of a trust company as a corporation 
have developed in a popular way in comparatively recent years. To this 
Section has fallen the duty of standardizing the trust company. The develop- 
ment has-been so rapid that there has been a great deal of work to do, and 
there is still much to do, not only in finishing the cure of old ills, but in 
meeting those incident to new conditions. 

The tendency of all the work of the Section is toward establishing and 
maintaining a standard. One of its latest efforts toward that end is a 
draft of what is to be proposed as a model trust company law, drawn under 
the direction of our Protective Committee. It is my understanding that it 
is the purpose of this draft to furnish a standard to which a State making 
trust company laws can refer. In its effect it will be educational, and will 
define what this Section means by the words “trust company.” For this 
reason, in my judgment, too great attention cannot be given to its considera- 
tion, and care must be exercised that it does not impair the elasticity of the 
trust company to suitably adjust itself to the varying conditions in the different 
sections of the country. Especially should it guard against any provision 
that will tend to make the trust company disclose its individual trusts or 
fix any limit as to the amount, number or character of the trusts it will accept. 
Whenever the trust company becomes crystallized, its ability to respond to 
new conditions will be impaired. Care should be taken to put on committees 
for such work only those experienced in the practical everyday work of a 
trust company. 

Before the Section was organized, there was but slight personal acquaint- 
ance among trust company men, and hence no opportunity for the pleasures 
of social intercourse or the advantages of unity of action. What change 
in that regard has taken place under the influence of the Section is evidenced 
by the large attendance at our meetings. In I9II it was thought wise to 
have a national gathering of trust companies at a banquet in New York City, 
and in response to the call over 1000 men were present. This was such an 
enjoyable gathering that it was repeated this year, and again there were 
over 1000 at the banquet table. I but voice the sentiment of all who attend 
these meetings, when I say that these gatherings are full of sweet pleasures 
and cherished memories. For myself, I can say that in all my business life 
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no associations have given me greater honor or been more fruitful of charm- 
ing companionships. 

At that first meeting, fifteen vears ago, of the 228 real trust companies 
114 became members of this Section. The growth of the Section is shown 
by the following table: 


Membership by Years, since formation of the Section in 1896 with 17 
members: 


1897—114; 1898—150; 1899—190; I1900—253; IQ0I—348; I1902—4I4; 
1903—50I ; 1904—566; 1905—638; 1906—-718; 1907—846; I908—93I ; 
IgoQ—98I ; IGIO—1007 ; I91I—1137; 1912—1206. 

According to the last report of the Comptroller of the Currency of the 
United States, there were 1251 trust companies. From these figures, it would 
seem that nearly all the trust companies of the United States are members 
of this Section. However, according to the annual volume entitled, “Trust 
Companies of the United States,” published by the United States Mortgage 
& Trust Company of New York on June 30, IgI1I, there were 1616 companies 
claimed as trust companies in this country; but even taking these figures, 
it shows that the growth of the Section has kept full pace with the growth of 
the country. This marked difference in number, as given by two such recog- 
nized authorities, shows that there is still great laxity in the use of the name. 

The following table giving figures compiled for the National Monetary 
Conimission from 1879, the first vear for which it seems to have been able 


to get anything definite, to and including 1909, and giving the figures taken 
from the last report of the Comptroller of the Currency of the United States, 
shows the comparative development of classes of financial institutions: 


1879 1884 1889 1894 1899 I904 I909 IQII 
National Banks 2625 3239 3770 3583 5331 6893 7331 
State Banks 3 1017 2097 3705 4253 6984 11292 12864 
Trust Companies 44 63 228 276 924 1079 I251 

From this it is to be noted that thirty-three years ago, while there were 
2048 National banks and 813 State banks, there were in this country, or in 
fact in the world, only thirty-seven trust companies. In 1894, seventeen 
vears ago, there were 3770 National banks and 3705 State banks and only 
228 trust companies. From that time to the end of I9I1, during the period 
of the existence of this Section, there has been an increase in National banks 
of 3561 or 94 per cent.; in State banks, of 9159 or 247 per cent., and in trust 
companies an increase of 1023 or 448 per cent. The ratio of increase in trust 
companies has been far greater than in either of the other two kinds of 
financial institutions, and this while not only the laws governing them, but 
the ideas concerning them, have been in uncrystallized form. Whether this 
increase has been because of or in spite of this want of crystallization, fur- 
nishes an interesting inquiry. 

It will be remembered that in the first draft of the plan for proposed 
monetary legislation, the Monetary Commission omitted any provision for 
trust companies, but, due to the influence of this Section, and the prompt 
protest from its members, in the later drafts of the plan and the bill reported 
by the commission to Crongress, trust companies were given their proper 
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place. In fact, it was due to the initiative of trust company men that State 
banks also received their requisite amount of attention in the bill. 

That the precedent of forming this Section was not bad for the parent 
association, is shown by the subsequent hirth of the Savings Bank Section 
and the Clearing House Section. It is believed by many that the formation 
of these sections has been one of the prime causes of the unexampled growth 
of th American Bankers’ Association. 

The fear expressed originally in the executive council that the formation 
of this Section would lead to factional differences has proved to be unfounded. 
No longer do you find the banks at the legislatures fighting trust companies. 
Each now recognizes the right of the other to exist. Under the by-laws of 
the parent association, this Section is entitled to adequate representation on 
the Executive Council, and the opportunity for factional differences is there- 
by avoided. From time to time there will be those contests that are the 
fruit of competition—always active, but generally wholesome. Sometimes 
this competition will be vicious and intemperate, but until the millenium such 
things will be, and in banking as in other lines must be adjusted from time 
to time as best they may be. 

So it is seen what wonderful progress has been made by this Section 
toward attaining the objects set forth at its first meeting, and the Section 
should go ahead in its efforts until the very words “trust company,” wherever 
seen, will be synonymous with trustworthiness. 

As evidence of the harmony that exists between banks and trust companies 
today, we have the fact that in those States where trust companies receive 
deposits and conduct business of such a nature that membership in the clear- 
ing house associations is of value, they are admitted to the associations in 
nearly all instances, on the same terms as banks, the general rule being that 
they are not required to carry as large a reserve, especially against their 
savings deposits. In the preparation of this paper, I wrote letters to the 
managers of clearing house associations in 63 of the larger cities of the coun- 
try. In this letter I asked for the name of the first trust company that be- 
came a member of the respective clearing houses and the date of its admis- 
sion ; also for the names of trust companies that were members of the clearing 
houses in 1912, with the dates of admission; and I also inquired if there 
were any differences in the regulations covering the admission of trust 
companies and banks. I received fifty-two replies. 

Prior to 1890, there seems to have been no trust company a member of any 
clearing house association, except in Chicago. In that city the Merchants 
Savings, Loan and Trust Company became a member in 1865, and the Union 
Trust Company in 1872. In the majority of States, membership of trust com- 
panies in the clearing house associations is more recent than 1900. No 
difference in the requirements for membership between trust companies and 
banks was reported, except in St. louis, New York and Philadelphia and the 
difference in these cities only relate to the reserve fund required. The fol- 
lowing clearing house associations report no trust companies as members: 

Atlanta, Ga. Duluth, Minn. 
Augusta, Ga. Des Moines, Ia. 
Boston, Mass. Houston, Tex. 
Baltimore, Md. Los, Angeles, Calif. 
Bloomington, Il. Milwaukee, Wis. 
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Cleveland, O. Minneapolis, Minn. 
Charleston, S. C. Pittsburgh, Pa. 
Denver, Colo. St. Paul, Minn. 
Detroit, Mich. Washington, D. C. 


In many cases, the replies stated that, due to the law, or the business 
transacted, such membership would not be profitable for trust companies, 
and they had never asked to enter, indicating, however, that if for any 
reason trust companies should wish to enter, there would be no objection. 

t also wrote letters to the banking Departments of the forty-eight States, 
but did not receive replies from the following fifteen: Arizona, Arkansas, 
Delaware, Florida, Georgia, Kentucky, Louisiana, Mississippi, Nebraska, 
North Carolina, Rhode Island, South Carolina, South Dakota, Tennessee and 
Wyoming. It is to be noted that of these fifteen States not replying, ten 
are States in which banking supervision is not complete, and doubtless on 
account of lack of adequate reports, there was nothing they could say. It is 
perhaps true also that the other States from which replies were not 
received had no records to which they could refer. In this letter, | asked the 
number of trust companies doing business in the State on January 1897, the 
number on January I, 1912, and the aggregate capital, surplus and profits and 
deposits on those dates. I also inquired if there had been any failures of 
trust companies, and if so, whether the depositors were paid in full. Espe- 
cially | asked as to whether any trust estates in charge of any trust company 
that had failed had lost anything by such failure, and if so, how much 

Of the thirty-three States from which replies were received, only nine 
could give the information asked for both the years 1897 and 1912. How- 
ever, twenty-one of the States could give the information for the year 1912, 
showing how great the improvement in trust company supervision was dur- 
ing the fifteen years that this Section has been in existence. These twenty- 
one States, on January I, 1912, had a total of 1063 trust companies, with a 
total capital, surplus and profits of $848,397,935.60, total deposits of $3,320,- 
497,805.19. Four other States gave information for 1912, but it was in- 
complete. 

For purposes of comparison, it will be necessary that we take the nine 
States that could give complete information for both years. They are: 
Connecticut, Illinois, Maine, Massachusetts, Minnesota, Montana, New 
Jersey, New York and Pennsylvania. 

The following table shows the comparison of conditions in these nine 
States: 


1897 Gain % of Gain 


Number of trust companies 241 5 416 172% 
Ageregate capital and sur- 

plus and profits...... $191,251,684 $ 698,276,784 S 507,025,099 265% 
Aggregate deposits 584,008,422 2,799,100,047 2,215,091,624 379% 


In considering this table it must be remembered that it gives 
the growth in only nine States; but, as the entire twenty-one 
States which gave figures for trust companies on January I, 1912, had 
aggregate capital, surplus and profits of $848,397,935.60, with aggregate de- 
posits of $3,320,497,805.19, and of these amounts the nine States had aggre- 
gate capital, surplus and profits of $698,276,784.82, with aggregate deposits 
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of $2,799,100,047.05, it is clear that of the total 1063 trust companies in the 
twenty-one States from which data could be obtained, these nine States must 
contain the largest and best developed trust companies. This would seem 
to indicate that where supervision has been the most complete, trust com- 
panies have developed most rapidly. For this reason, it would seem that this 
table is a fair index of trust company growth, which from every standpoint 
has been most remarkable. 

However, it is when we consider the list of failures of financial institutions 
that trust companies show up best. According to Bradstreet’s, during the 
fifteen years that this Section has been in existence, from 1897 through I9gI1, 
the failures among “loan and trust companies” ‘have been seventy-one. 

The next class of institutions are the savings banks, which during the 
same period had seventy-seven failures, while the National banks had one 
hundred and thirty failures, State banks, two hundred and seventy-nine 
failures, and private banks, four hundred and twenty-four failures. 
This enumeration, of course, does not show the number of com- 
panies that, after closing their doors, resumed operations; but, from common 
knowledge, it is safe to say that probably more trust companies commenced 
business again than any other class of financial institutions. 

The replies to my inquiries received from thirty-three States showed that 
in fourteen States, thirty-eight failures had occurred, as follows: 


California, 1. California Safe Deposit & Trust Co., San Francisco, 1907. 

Kansas, 1. Loan Credit Trust Co., Wichita, 1908. 

Maine, 4. American Banking & Trust Co., Auburn, 1896; Northern Banking Co., 
Portland. 1897; Oxford County Loan Assn., South Paris, 1898; Waterville Trust Co., 
Waterville, 1890. 

Massachusetts, 3. Suffolk Trust Co., Boston, 1891; Taunton Safe Deposit & Trust 
Co., Taunton, 1904; Union Trust Co., Boston, 1904. 

Minnesota, 6. American Loan & Trust Co., Duluth, 1894; Duluth Trust Co., Du- 
luth, 1900; Northern Trust Co., Minneapolis, 1896; Metropolitan Trust Co., Minneapo- 
lis, 1900; Minnesota Title, Insurance & Trust Co., Minneapolis, 1907; St. Paul Trust 
Co., St. Paul, 1884. 

(The language of this reply from Minnesota stated that six trust companies had 
“discontinued,” but as my question was as to “failures,” I take it to mean that.) 

Missouri, 2. Bankers’ Trust Co., Kansas City, 1907; Mo. Lincoln Tr. Co. 

Montana, t. First Trust & Savings Bank, Billings. 

New Hampshire, 1. (Name not given in reply.) 

New Jersey, 1. Monmouth Trust & Safe Deposit Co., Asbury Park. 

New York, 10. National Trust Co., New York City, 1877; American Loan & Trust 
Co., New York City, 1891; Merchants Trust Co., New York City, 1905; Holland Trust 
Co., New York City, 1906; Knickerbocker Trust Co., New York City (resumed), 1907; 
International Trust Co., New York City, 1907; Lafayette Trust Co., Brooklyn, 1908; 
(this company took over the Jenkins Trust Co., which failed in 1907); Williamsburgh 
Trust Co., Brooklyn, 1911; Binghamton Trust Co., Binghamton, tort; Carnegie Trust 
Co., New York City, 1g1t. 

Ohio, 3. Guaranty Savings Bank & Trust Co., Mt. Vernon, 1911; Metropolitan 
Bank & Trust Co., Cincinnati, 1911; Columbus Savings & Trust Co., Columbus, 1912. 

Oklahoma, 4. (Names not given in reply.) 

Oregon, 1. American Bank & Trust Co., Portland, tort. 

Texas, 1. (Name not given in reply.) 


The remaining nineteen States either reported no failures, or no failures 
since the banking department had been established. 

Of these thirty-eight failed trust companies, ten had paid all depositors in 
full. The Carnegie Trust Company, of New York, up to the time of the 
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answer to my inquiry, had paid only twenty-five per cent. to depositors, 
though it was stated that liquidation was not complete and it was estimated 
that the California Safe Deposit & Trust Company, of San Francisco, would 
pay from twenty-five to forty per cent.; up to this time it has actually paid 
only ten per cent. These are the greatest losses to depositors reported. 
Next after these, in the percentage paid depositors, come the Suffolk Trust 
Company, of Boston, with thirty-eight per cent.; Bankers Trust Company, 
of Kansas City, Missouri, with forty-three per cent.; Lafayette Trust Com- 
pany, of Brooklyn, New York, with fifty per cent., and the liquidation not yet 
completed; First Trust & Savings Bank, of Billings, Montana, with sixty- 
five per cent. estimated; Monmouth Trust & Safe Deposit Company, of As- 
bury Park, New Jersey, with sixty-five and one-fourth per cent; Binghamton 
Trust Company, of Binghamton, New York, with seventy per cent. and the 
liquidation not yet completed; Taunton Safe Deposit & Trust Company, of 
Taunton, Massachusetts, with seventy-five per cent.; American Bank & 
Trust Company, of Portland, Oregon, with seventy-five per cent.; Water- 
ville Trust Company, of Waterville, Maine, with eighty-five and ninety per 
cent. estimated; Minnesota Title Insurance & Trust Company of Minneapolis, 
Minnesota, ninety per cent. and the liquidation not yet completed. 

This record of trust companies in relation to their depositors covers a 
period of fifteen years, and the fact that out of 1063, the total number of trust 
companies existing in the States from which the data was obtained, onlv 
thirty-eight have failed, is in itself a certificate as to their high character. 

However, the trust company has matters entrusted to it of a more sacred 
nature than are given to the charge of any other corporation. It is its pro- 
vince to act for a man after he is dead; it is charged with the responsibility 
of seeing that the man’s family is provided for to the full extent of the 
property he leaves; or, it might be that during his lifetime, some one needs 
a faithful trustee and has chosen a trust company. Has it been faithful to 
the trust imposed? Its record speaks for itself, and shows beyond the possi- 
bility of dispute that the trust company has been a much more faithful steward 
than the individual. 

In only three out of the thirty-eight failed trust companies has there ever 
occurred any loss to trust estates entrusted to them, and at this writing in only 
one insance is it certain that there will eventually be a loss. My reply from 
New Jersey says that in the failure of the Monmouth Trust Company, of As- 
burv Park, the loss to trust estates has been $1,994—surely not a very serious 
matter. ‘The loss to trust estates, if any, in the failure of the California Safe 
Deposit & Trust Company has not been fully determined, while in the case 
of the Carnegie Trust Company, of New York City, ten per cent. of all claims 
has been held by the State Banking Department, as Liquidating Agent, pend- 
ing a decision of the court as to preferred claims. It is stated that if the 
court holds that trust funds are preferred claims, there is sufficient on hand to 
pay off all such claims in full. I did not receive a reply to my inquiry from 
the State of Kentucky, but through other sources I have heard that in the 
failure of the small trust company in Owensboro, there was a loss to trust 
funds, but the loss was comparatively small. My inquiry in this matter has 
been sufficiently diligent to justify the statement that, with the exception of 
these four instances, no trust fund coming into the charge of a trust com- 
pany in this country has ever lost one cent. This is particularly remarkable 
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when it is remembered that it is estimated that trust companies in this 
country have in their charge aggregate trust funds, including corporate trusts, 
of thirty billion dollars. This is one-fourth of the aggregate estimated wealth 
of the United States, and more than the combined banking power of all banks, 
National and State, which is reported by the Comptroller of the Currency as 
amounting to twenty-one billion dollars. In addition to this, exclusive of 
trusts, according to the same report of the Comptroller of the Currency, trust 
companies represent twenty-five per cent. of the total banking power of this 
country. 

There is no reason that there should ever be any loss to trust funds com- 
ing into the charge of a trust company. It is a principle of law that when 
a trust fund can be traced, it will be held intact for the beneficiary of the 
trust, and the Trust Department of every trust company should consider this 
principle of paramount importance. There should be a separate vault set 
aside, in which trust securities should be placed. Each trust estate should 
be kept entirely separate and its securities so marked as to be easily dis- 
tinguished from all others; and in addition to this, a security register or some 
other written record, should always be kept up to date, itemizing the securities 
that belong to each trust estate. By some such method, trust companies 
would be so guarded that in the event of such a calamity as closing the doors, 
there would be absolutely no question as to whether or not trust funds were 
a part of the general assets. 

It was an old saying of the law that a corporation could not act as trustee, 
because it had no soul. The record of trust companies proves this maxim 
to be fiction. It can be truthfully said that a trust company has the composite 
soul of its Trust Estates Committee, or its Executive Committee, or its Board 
of Directors. Men directing a trust company, if doing their duty, cannot act 
in any other way than conscientiously. As a corporation, the law says that 
the trust company is a person and it has shown that it has a soul in spite 
of the law. However, unlike an individual it has no such largeness of per- 
sonal liberty. This corporation is subjected to an examination and super- 
vision that would be resented by any other kind of person—for do you know 
of any individual who would not indignantly refuse to allow an outsider to 
examine into his personal and private books to see if he were engaged in 
speculation, or if in realitv he had all the cash he said he had? He would be 
insulted if the privilege were demanded of checking up all the securities in his 
possession to find out if there were any possibility of his trust funds being 
mingled with his personal funds. Such supervision he would consider an in- 
fringement of his personal liberty and a violation of his constitutional rights. 

The trust company, however, is subjected to such an examination, but 
instead of resenting, welcomes it, for it desires anything that will in the least 
help to safeguard the interests it holds in sacred trust as executor, trustee, 
guardian, or in any other fiduciary capacity. In fact, the well-managed trust 
company not only has the conscientiousness and responsibility of the indi- 
vidual, but it has its freedom so restricted as unquestionably to make it far 
less liable than the individual to either dishonesty, error in judgment, or care- 
lessness in management. 

The subject assigned me has led into greater detail than I desired; but 
this seemed a fitting place for a résumé of the standing of trust companies in 
the several States. 
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May this Section ever flourish. May its benign influence be widespread, 
and if its members will give back to it even a small return of what they 
secure from it, its continued existence will be assured. 


MR. R. W. CUTLER, President Hartford Trust Company, Hartford, Conn.: 
I suggest that a nominated committee of five be appointed by the Chair, which 
committee shall receive names in writing from the delegates present and from said 
names the Nominating Committee shall select five persons as members of the Execu- 
tive Committee for the term 1915; said committee to report back to the convention for 
its action. This resolution was passed unanimously at the meeting of the Executive 
Committee on Monday. 


THE PRESIDENT: Has the resolution a seconder? 

MR. A. A. JACKSON, Vice-President Girard Trust Company, Philadelphia, Pa.: 
| second the motion. 

THE PRESIDENT: All in favor say “aye.” Opposed, “no.” The motion has 
been carried. I will appoint the committee in a few minutes. Is it your pleasure now to 
take up the reports? 

MR. WILLIAM C. POILLON, New York: Mr. President, I think this would be 
a fitting opportunity for this meeting to vote its thanks to Mr. Reynolds and to Mr. 
Jones for their very able and carefully prepared addresses. 

THE PRESIDENT: The Chair entertains such a motion with a great deal of 
pleasure. 

MR. F. H. GOFF, Cleveland, Ohio: I second the motion. 

THE PRESIDENT: Those in favor of the motion make it known by saying “aye” ; 
those opposed, “no.” The motion is unanimously carried. 

MR. GOFF: I suggest that it is the sense of this meeting that there should be 
kept on file in the office of the secretary of the Association the statistical information 
contained in the papers submitted by Mr. Jones. I have some appreciation for the 
amount of labor involved in gathering this information sitting as I have near enough 
to see his paper as he turns the pages and enabled to determine that it contained very 
much statistical information of which he gave us but a brief summary. I ask you to 
suggest that the secretary be instructed to verify it and confirm and extend the in- 
formation contained in the paper. (Motion seconded.) 

THE PRESIDENT: Gentlemen, you have heard the motion. All those in favor 
will make it known by saying “aye”; those opposed, “no.”» (Motion unanimously car- 
ried.) 

THE PRESIDENT: I will ask that Mr. Drake and Mr. Goff distribute the papers 
tor votes which you will please deliver before leaving the hall. The committee will, 
from the names gathered, select a new committee to be nominated tomorrow. 

MR. F. H. GOFF: Mr. President, we find that many of the members do not un- 
derstand what they are expected to do with these papers. They seem to feel that they 
ought to submit recommendations to the Nominating Committee for appointments to 
the Executive Committee for the following year. 

THE PRESIDENT: The suggestion is that from the names gathered from the 
members on the floor, the Nominating Committee will select five names for the Executive 
Committee to serve for the succeeding three years. 

MR. A. A. JACKSON, Philadelphia, Pa.: I think that we have had hardly time 
enough to consider such an important matter, and I second the motion that they be 
returned to the secretary the first thing in the morning, after we have had an oppor- 
tunity to consider the matter. I put that in the form of a motion. (Motion seconded.) 

THE PRESIDENT: I understand the motion to be that the vote shall be taken at 
9 o'clock tomorrow morning. 

MR. A. A. JACKSON: Mr. Chairman, wouldn’t it be better to let the members 
that are here now vote tomorrow morning and then let the committee withdraw at any 
time during the session for a limited time? 
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THE PRESIDENT: The motion is made, gentlemen, to gather the votes to- 
morrow morning. That will give the membership ample time for consideration. Those in 
favor make it known by saying “aye”; those opposed, “no.” (The motion is carried.) 
The secretary will be here in the hall to gather those ballots in the morning at 9 o'clock. 

MR. F. H. GOFF: Mr. President, in order that the program may be completed 
vithout too much pressure, I beg to suggest that when we adjourn we adjourn to 
convene at 9.30 tomorrow morning. We have topics for discussion that are likely to con- 
sume considerable time. 

MR. WILLIAM C. POILLON: Second the motion. 

THE PRESIDENT: The motion is made that when we adjourn today it will be 


intil 9:30 tomorrow morning. Those in favor make it known by saying “aye”; those 


ypposed, say “no.” (The motion is carried.) 


cee 


The Chairman then announced the following members of the Committee on Nomina- 
tion: Mr. R. W. Cutler, president Hartford Trust Comnany, of Hartford, Conn.: Mr. 
W. C. Poillon, vice-president Bankers’ Trust Company, New York City; Mr. Edwin Cham- 
berlain, vice-president San Antonio Loan & Trust Company, San Antonio, Texas; Mr. John 
G. Reading, president Susquehanna Trust & Safe Deposit Company, Williamsport, Pa.; 
Mr. J. J. Sullivan, president Superior Savings & Trust Company, Cleveland, Ohio. 

MR. HENRY G. AIRD, Vice-President The Guaranty Trust & Savings Bank, 
Jacksonville, Fla.: Mr. President, | notice that so many have left the hall and the 
reports now to be read are of such great and vital importance and certain interest to 
everyone, that they be deferred until tomorrow at 9:30. 

THE PRESIDENT: Is that 


a motion? 
MR. AIRD: Yes sir. 
THE PRESIDENT: Gentle- 


men, you have heard the motion. 


What is your pleasure? (The 
motion was seconded.) 


THE PRESIDENT: The 
motion is made and_ seconded 
that we defer the reading of the 
reports until tomorrow morning 
at 9:30 o'clock. Those in favor 
of the motion will make it known 
by saying “aye”; opposed, “no.” 
(The motion is carried. ) 

THE PRESIDENT: We will 
make these reports, then, the first 
order of business tomorrow 
morning. Is there anything else 
to come before this meeting? 

MR. AIRD: I move we ad- 


journ. (Motion seconded. ) 


THE PRESIDENT: The 


motion is made and _ seconded 
that we adjourn until 9.30 to- 
morrow morning. Those in fa- 
vor make it known by saying 
“aye”; opposed, “no.” (The mo- 
tion is carried.) 

The convention was then ad- 
journed until Thursday, Sept. 12, 
PRESIDENT UNION TRUST COMPANY, OF DETROIT, MICH. 1912, at 9.30 a.m. 


FRANK W. BLair 
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SECOND DAY’S SESSION OF THE TRUST COMPANY SECTION 


DISCUSSION ON “« SEGREGATION OF SAVINGS DEPOSITS” 


| 
| 
| 
| 


The second session of the Trust Company Section was called to order 
September 12th at 9:30 A. M., with President Fries in the chair. 

THE PRESIDENT: Gentlemen, I am requested to announce that the polls are 
still open, and will be open until 10 o’clock. The box is here for your votes for five 
members of the committee for the next three years. 

The Section will please come to order, and the unfinished business of yesterday is 
the report of the Secretary and of the Committee on Legislation. 





REPORT OF THE SECRETARY OF THE TRUST COMPANY SECTION 


To the Membe.s Trust Company Section, American Bankers’ Association: 
Gentlemen: I beg to submit herewith my report for the year ending August 31, 1912. 
DISBURSEMENTS 

Salaries 
Rent 
Executive Committee Meeting, Nashville 
Executive Committee Meeting, Briarcliff 
Legislative Committee 
Postage, Stationery and Printing 
Proceedings, I9I1 507.95 
Traveling Expense 42.30 
Convention Expense 112.69 
Silver Cup for Mr. Fuller 125.00 
Engraving Resolutions for Mr. Gillespie 25.00 
Telegrams 18.75 
Badges for Retiring President and New Members Executive Com- 

mittee 44.00 
Department Expense, Ice, Water, and Towels 10.99 
Petty Cash and Sundries 18.05 


CREDITS 

28, IOI. 
3y Appropriation of Executive Council $7,500.00 
, Sale of 3 copies Trust Company Laws 7.50 
, Sale of 3 copies Proceedings ‘96-'03 9.00 
, Sale of 2 copies Proceedings ‘04-’08 6.00 
, Received from Postage and Stationery 35.00 7,557.50 

Debit Balance $717.59 

The book of Forms for Trust Companies brought out in May, 1910, has met with very 
satisfactory sales. To date 425 copies at $15 each and 12 at $20 each have been sold; 
total receipts of $6,615 and total expenses of $5,519.23, leaving a net profit to the Section 
of $1,095.77. This sum is applicable to binding 500 copies of books not yet bound and 
which it will be necessary to have done within a few months. 

Membership in the Section now numbers 1,251 companies, a net gain for the fiscal 
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year of 114 companies, the largest gain in any one year in the history of the Section 
You will find in your seats a printed list of this membership by States. States having 
more than five members are entitled to a vice-president. 

The report of the Executive Committee and the address of the president having entered 
fully into the work of the Section, it is unnecessary for me to make further report except 
to say that I have endeavored during the year to make the Section of continual benefit 
to its members by correspondence, by articles published each month in the journal of the 
Association, and by furnishing information to papers interested in trust company matters. 

Respectfully submitted, 
Putip S. Bascock, Secretary. 


THE PRESIDENT: Your by-laws require that the president make the report of 


the Committee on Legislation and with your permission I will read it. 





REBORT OF THE COMMITTEE ON LEGISLATION 


| 
F. H. FRIES, Chairman | 


To the Members of the Trust Company Section: 

Gentlemen: The resolution offered and passed at the last annual meeting 
which created the permanent committee entitled “Committee on Legislation of the 
Trust Company Section” read as follows: 

RESOLVED, That the Executive Committee shall annually at its first meeting 
appoint a committee of five as a Committee on Legislation of the Trust Company Sec- 
tion. The president, the first vice-president and the chairman of the Executive Com- 
mittee shall be ex-officio members of such committee; the other two members may or 
may not be members of the Executive Committee. Such committee shall serve until 
the appointment of their successors. 


The general object of the appointment of this committee was primarily to 
take in hand all general legislation affecting the members of the Section, and to 
submit the same, as far as it was possible, to the meeting of the Section for con- 
sideration and approval. The special work entrusted to it was the proposed legis- 
lation on monetary reform, which was carefully considered and reported upon 
last year. In the bill proposed and finally submitted to Congress, trust compa- 
nies were fairly treated, and until some adverse action is contemplated it would 
seem unwise to interfere. The Monetary Commission’s Bill now rests with the 
Finance Committee of the House of Representatives, and nothing can be ex- 
pected from it until after the general election. It is useless to anticipate what 
can or will be done, but to those best situated to judge the early passage of the 
measure seems doubtful. 

Respectfully submitted, 
F. H. Fries, for the Committee. 


THE PRESIDENT: The next report is the report of the Committee on Protec- 


tive Laws by Mr. Lynn H. Dinkins, chairman of the committee. 
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Lynn H. DINKINS 


PRESIDENT INTERSTATE TRUST & BANKING COMPANY, NEW ORLEANS, LA. 
CHAIRMAN OF THE COMMITTEE ON PROTECTIVE LAWS OF THE TRUST COMPANY SECTION 
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New Orleans, Sept. 3, 1912. 
To the Chairman and Members of the Trust Company Section; 

During 1912, your committee has been active in its efforts to secure desired legis- 
lation in the twelve States whose General Assemblies were to hold sessions. In 
Arizona, Georgia, Mississippi and South Carolina no trust company legislation was 
secured. The causes which prevented action in these States are quite beyond the 
control of this committee. It is believed, however, that substantial advance has been 
made in the matter of educating the bankers and legislators in those States concern- 
ing the desirability of proper State Banking supervision. 

Virginia has a law restricting the use of the word “trust” and this year passed 
the Association bill with regard to deposits in two names. The general counsel of 
the Association succeeded in having a number of other desirable bills favorably re- 
ported from committees, but they were not acted upon by the House. 

In Kentucky a Department of Banking was created. The act provides for the 
inspection and supervision of banks, regular reports and other desirable restrictions 
in connection with the transaction of banking and trust company business. Additional 
interesting legislation was enacted providing for the method to be followed in the 
consolidation of trust companies. 

Rhode Island passed a law relative to penalties for false statement to obtain 
credit. 

The only new legislation in New York in which trust companies are interested 
was an amendment to the law which provides of what money legal reserve must 
consist, an act to punish derogatory statements attacking banks, which will include 
trust companies, and a bill relating to false statement to obtain credit. 

In New Jersey a bill to punish false statement to obtain credit was passed. 
Through the efforts of the publisher of Trust Companies and of Mr. U. H. McCarter 
of the Fidelity Trust Company of Newark, the committee has, it is believed, effectively 
broken up the practice of certain irresponsible parties in this State securing charters 
for so-called trust companies. 

In Massachusetts an act was passed exempting from taxation shares in Massa- 
chusetts trust companies owned by savings banks, and trust companies are authorized 
to hold, for their own use, real estate owned by National banks which they may 
succeed. A trust company may invest in a bank building not exceeding 25 per cent. 
of its capital and surplus, but in no case to exceed $250,000 

Maryland enacted legislation placing additional restrictions in regard to reserve 
of trust companies. 

In Louisiana, “The Uniform Bills of Lading Act,’ “The False Statement Act” 
and “The Act Limiting the Liability of a Bank to Its Depositors for Payment of 
Forged or Raised Checks for a Period of One Year” were all passed. 

The 1911 Vermont legislature passed the act restricting the use of the word 
“trust.” 

The Illinois Bankers’ Association during the year appointed a committee to 
make suggestions regarding a bill providing for supervision of all banks in the State 
of Illinois and to otherwise safeguard State banking. 

At the suggestion of a distinguished member of the Trust Company Section, your 
committee this year has given some attention to the consideration of existing inherit- 
ance tax laws. It finds the laws are confusing and imperfectly administered. A majority 
of the evils in the present systems were indicated in an address by Mr. Jackson at last 
year’s convention. The committee has taken up the matter of securing changes in these 
laws and will use its efforts to assist in bringing about just and equitable laws in the 
various States. 
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A desirable change in the matter of a tax upon the personal estate of a non- 
resident decedent within Massachusetts was made this year. 

Since our last report, the Committee has lost one of its most valuable members 
through the death of Mr. E. J. Parker of Quincy, Illinois, who had, for several years, 


acceptably represented the middle West in the committee’s affairs. Mr. Parker’s suc- 
cessor, named by the president. is Mr. E. D. Hulbert of Chicago. 


(Signed) E. D. Hutperr, 
(Signed) P. C. Kaurrman, 
(Signed) Samuet W. Reysurn, 
(Signed) Hersert A. Ruopes, 
(Signed) Lynn H. Dinxrns. 
Committee on Protective Laws. 
MR. P. C. KAUFFMAN, Vice-President Fidelity Trust Company, Tacoma, 
Washington: If I may be permitted to refer just a moment to the report of the gen- 
tlemen of the Legislative Committee in reference to getting fair mention of the trust 
companies in the monetary bill as presented by the National Monetary Commission to 
also state that owing to the conditions now existing there was doubt about im- 
mediate action being taken upon that most important question. In this connection | 
want to offer a resolution recognizing the fact that a very important body of business 
men of this country are endeavoring to carry on an educational campaign by sending 
out information among the business men of the country relative to the important 
changes that are necessary in our currency system 





[ will read the resolution, if permitted 





“WORK OF NATIONAL CITIZENS’ LEAGUE.” 


Believing that the permanent prosperity of this nation depends upon a sane and 
sound banking system and a currency that will respond to the seasonable demands of 
the different sections of the nation and that the business men of the country, bankers, 
manufacturers, merchants and farmers alike are concerned in this most important prob- 
lem of our economic and commercial life; 

BE IT RESOLVED, BY THE TRUST COMPANY SECTION OF THE 
AMERICAN BANKERS’ ASSOCIATION, THAT IT HEARTILY APPROVES OF 
A CAMPAIGN OF EDUCATION FOR SOUND BANKING AND CURRENCY 
REFORM WHICH THE NATIONAL CITIZENS’ LEAGUE IS CARRYING ON 
IN THE SEVERAL STATES OF THE UNION; 

AND BE IT FURTHER RESOLVED, That the members of the Trust Com- 
pany Section pledge themselves to give their active assistance in the distribution of 
educational propaganda now being carried on by the National Citizens’ League. 

I think it is entirely within the province of this Section of the American Bankers’ 
Association to take an active part in this campaign and to let it be known that this 
action is properly recognized, and I, therefore, would submit and move the adoption 
of that resolution. 

THE PRESIDENT: Do I understand, Mr. Kauffman, to approve the report of 
the committee and have it filed and then put this resolution? There is no action on 
the part of the house in reference to that report. 

MR. KAUFFMAN: I would move then that the report of the committee be ac- 
cepted and filed, and I introduce then this resolution. 

THE PRESIDENT: Yow have heard the first resolution, gentlemen; are you 
ready for the motion? Those in favor make it known by saying “aye”; opposed, “no,” 
(The motion prevails.) 

THE PRESIDENT: You have heard Mr. Kauffman’s resolution. Is there a sec- 
ond? 

MR. LYNN H. DINKINS, President Interstate Trust & Banking Company, New 
Orleans, La.: Mr. President, I should like to inquire whether Mr. Kauffman has the 
approval of the National Citizens’ League or any of its officers in presenting such a 
resolution. 

MR. KAUFFMAN: I did not catch the question. 

MR. DINKINS: I asked whether Mr. Kauffman has the approval of the National 
Citizens’ League or any of its officers. As I understand it, they desire to operate in- 
dependent of all banks. 
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MR. KAUFFMAN: They had a resolution similar to~this one adopted by the 
Washington Bankers’ Association at the recent convention, and I have had letters 
from them not only expressing approval, but most earnest satisfaction that we have 
taken that position. 

MR. A. A. JACKSON: Mr. Chairman, to get the question before the house, I 
would second Mr. Kauffman’s resolution. 


THE PRESIDENT: Gentlemen, the resolution has been seconded. I would like 
to have the secretary read or I will read, as I have it before me, Article 7: “Resolutions 
or subjects for discussion excepting those referring to points of order or matters of 
currency must be filed with the general secretary at least 15 days before the annual 
convention and submitted to the Executive Council at its regular meeting preceding the 
convention; but any person desiring to submit any resolutions or business in open con- 
vention may do so upon two-thirds vote of the delegates present, and such resolutions 
or business shall be referred to the Executive Committee to be reported upon immedi- 
ately, provided it shall not apply to any proposed amendment to the constitution.” 

The Chair rules that it will take a two-thirds vote on the resolution that has just 
been offered. 

MR. ROBERT E. JAMES, Easton, Pa.: Do I understand that this resolution of- 
fered by Mr. Kauffman is a resolution pertinent to this body? It is for action in this 
Section, is it not? How, then, would the restrictions of the constitution, which apply 
only to the general body, affect this body? We must have our own rules. If there is 
a rule in the Trust Company Section regarding any resolution that is urged from the 
floor, then, of course, it is a resolution that would not be proper. The provision read 
from the constitution applies only to the general convention, not to this Section. 

THE PRESIDENT: It has been customary, Mr. James, that the rules of the 
general association govern in all these matters, at least in former meetings. I think, 
therefore, it will be right in this case. 

MR. JAMES: Don’t you observe, Mr. Chairman, that if you do that you will 
have no earthly reason for the assembling of this body for there is positively nothing 
that can be brought before them. We might meet and adjourn without doing anything 
year after year because no one thinks of doing any business in this Section, and you 
could not accept a motion, except an original resolution; you can do absolutely nothing 
except to meet, smile at each other, and go home. 


THE PRESIDENT: Gentlemen, you have heard the resolution and the second; 


any remarks upon it? 
A DELEGATE: Question. 
MR. OLIVER C. FULLER, Milwaukee, Wis.: Mr. Chairman, I desire Mr. Kauff- 


man to read the resolution again. 


THE PRESIDENT: Mr. Kauffman, please come forward and read the resolution 
again. (The resolution was read.) 

MR. KAUFFMAN: I would say that in the recent New Jersey convention this 
resolution or one almost verbatim was presented by a member of this Section, one of 
your most active members, Mr. McCarter, and was earnestly advocated and unani- 
mously adopted by that State association. While it is true that the National Citizens’ 
League is a businessmen’s organization, they certainly desire active co-operation and 
the dissemination of the information that they are giying throughout the country by 
the bankers who are most heartily and most deeply interested in this question, and if 
they feel that they have the support of the bankers, they would be all the more ready 
to continue the work that they are doing. They have organizations, as you know, 
throughout the country. That is the reason why the bankers of every State should 
approve of the work the League is doing. 


MR. FULLER: Mr. Chairman, I see no objection to the first part of that reso- 
lution, approving of the work being carried on by that League or organization, but | 
should object to this Section pledging its members individually to work and distribute 
the literature of the League. I think it is an unnecessary pledge and is one that I 
think we should not commit the members to. The resolution approving their work I 
see no objection to, but the latter part of that resolution I shall object to strenuously. 
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A DELEGATE: I move an amendment to the resolution to provide for the Sec- 
tion to furnish all the information necessary by adding the words “as far as consistent 
with our obligations to our depositors.” I think there are some things in connection 
with banking that the Government, the Commission or no one else has any right to 
inquire into. I think it is an obligation on the part of every man controlling a bank 
or institution to see that those privileges and obligations are protected. 


THE PRESIDENT: Your amendment is? 


DELEGATE: That “So far as is consistent with our obligations to depositors”— 
in other words, a depositor might be unwilling to have his affairs investigated, and if 
we pledge without restriction the Trust Section to furnish all the information that the 
Commission desires, we might be compelled with that resolution to report facts which 
would violate the contidence of our depositors. 


MR. JACKSON: Mr. Chairman, isn’t the gentleman confusing this with the In- 
vestigating Committee, Senator Pujo’s Committee? This is a thing, as I undersand it, 
relating to the campaign of education by the Citizens’ Monetary League upon the Ald- 
rich Bill. While I am on my feet I want to ask whether it would not be possible to 
accept an amendment to eliminate the latter part of that resolution. I agree with Mr. 
Fuller that we should not put upon the members of this Section who are not here the 
burden of a pledge. 

MR. KAUFFMAN: I was just saying that it was not my intention to put any 
burden at all upon the members, as I do not think that the phrasing of that Section will 
do so, yet it pledges the members to give their active assistance. Now, if this be ob- 
noxious or is too strong, I am perfectly willing to withdraw that part of the proposed 
resolution. Of course, all that I was seeking was the approval of this Section for the 
work of the National Citizens’ League, and which meets with the approval of the gen- 
tlemen. It is perfectly satisfactory if you desire me to withdraw that other part. 

THE PRESIDENT: | will ask Mr. Kauffman to read the resolution as he now 
has it. (The resolution was read omitting the paragraph in question.) 


THE PRESIDENT: Are there any remarks on the resolution as read? 


MR. J. J. SULLIVAN, Cleveland, Ohio: Mr. Chairman, it seems to me the reso- 
lution of this gentleman is eminently proper at this time and that we can, with con- 
sistency, adopt that resolution as read by Mr. Kauffman. We are all in favor, of 
course, of reforms and revisions of our present currency system. Now, the Citizens’ 
League, we all know what it is. It is actuated by the best of motives to bring about 
a much desired change in our currency system. Now, then, this is simply an expres- 
sion—it does not commit us to anything, does not interfere with the priority of rights 
of any depositor, but it is an expression of this Trust Company Section that we are in 
favor of the agitation being carried on by the Citizens’ League. That is about all there 
is to it, as I see, and for my part, I am heartily and unequivocally in favor of the adop- 
tion of this language as embraced in this resolution, or any similar language that in 
any way emphasizes our position in the furtherance of this agitation which is now 
being carried on all over this country. 

MR. FULLER: Mr. Chairman, I just wish to say one word more, that is that I 
have no objection to the spirit of that resolution or to the wording of it as now pre- 
sented by Mr. Kauffman. The objection I have was relative to the pledge, which I 
understand, we have withdrawn. 

THE PRESIDENT: Any other remarks, gentlemen? 

MR. FULLER: Question. 


THE PRESIDENT: You have heard the resolution. It is not necessary to re- 
read it. Those in favor make it known by saying “aye”; opposed, “no.” (The resolu- 
tion is unanimously carried.) 

It was then moved and seconded that the report by Mr. Dinkins be placed on file. 

THE PRESIDENT: The motion is made and seconded that it be placed on file. 
Those in favor make’it known by saying “aye”; opposed, “no.” (The motion pre- 
vailed.) 

THE PRESIDENT: There is still one report, the report of the Committee on 
“Proposed Mod2l Trust Law,” by Mr. Fuller. 
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REPORT OF THE COMMITTEE ON A PROPOSED MODEL 
TRUST COMPANY LAW 


OLIVER C. FULLER, Chairman 
President Wisconsin Trust Company, Milwaukee, Wis. 








At a meeting of your Executive Committee held at Briarcliff on May 8, 
1912, the following resolution was adopted: 

RESOLVED, That the tentative draft of the trust company law prepared by Mr. 
Paton, general counsel, be referred to a committee of which Mr. Fuller shall be chair- 


man; such committee to report any suggestions, corrections or amendments of such 
draft at the next meeting of the Section. 


Your committee respectfully reports that after careful consideration of the 
subject it has reached the conclusion that it is inexpedient at this time to attempt 
to draft a model law covering all of the functions of the various kinds of insti- 
tutions using the word “trust” in their title; but that its efforts along that line 
at this time should be limited to the preparation of a draft of that portion of a 
trust company law which relates only to the handling of matters in trust, and 
particularly to the conservation of trust funds and trust estates. 

Therefore your committee feels that the draft prepared by Mr. Paton, ad- 
mirable as it is, covers in its scope a larger field than it is wise to attempt to 
bring under the action of a uniform law at the present time. 

Although appreciating the desirability of having all the trust companies in 
the United States operating under identical laws defining and regulating all of 
their rights and powers, your committee believes that an attempt to introduce 
such a law in all the States of the Union under existing conditions would not 
meet with a favorable reception. 

Your committee believes, however, that a draft of a model law, insofar as 
it relates only to the rules, regulations and safeguards of the trust departments 
of all institutions which accept and administer trusts, is practicable, and would 
be interesting to all the members of your Section, and especially advantageous 
to those who are in the enactment of new and better trust company laws in some 
of the States where the laws regulating trust companies are at present far from 
ideal. 

In the opinion of your committee, a new draft should be prepared on the 
limited lines that it has indicated, rather than that the draft referred to it for 
consideration should be amended. Such a draft should be the result of most 
careful study in its preparation, and this it has not been possible for your com- 
mittee to expend during the limited time at its command. 

It suggests, therefore, that it be discharged and that the duty imposed upon 
it be assumed by the already existing Committee on Legislation, under the advice 
of the General Counsel, to the end that there may be presented for consideration 
at the next annual meeting of this Section a draft of a model trust company’s 
law, insofar as such law relates to matters in trust. 

Respectfully submitted, 
OLIveR C. FULLER, Chairman. 
ALBERT A. JACKSON, 
Isaac H. Orr. 
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MR. SULLIVAN: Mr. Chairman, I move that the report of the committee, to- 
gether with the recommendation, be adopted. 


MR. POILLON: Seconded. 


THE PRESIDENT: Yow have heard the motion, gentlemen. Those in favor 
make it known by saying “aye”; opposed, “no.” (The motion was unanimously car- 
ried.) 

THE PRESIDENT: We have now reached the second portion of our program, 
gentlemen, and before passing into that, I would say that the Committee on Nomina- 
tion will receive now in the box on the table the names of such men as you see fit to nomi- 
nate for the Executive Committee. I wish also to say that I will be very glad for the sake 
of the president and secretary if those who speak will announce, not only their names, 
but the company which they represent so that it may be properly recorded in the minutes. 
The subject which first comes before us is the “Segregation of Savings Deposits held in 
[rust Companies.” 

MR. WOOD: Do I understand you declare the polls closed for the Nominating 
Executive Committee? 

THE PRESIDENT: Not closed, but I ask for the remaining votes. Are there 
any other votes? 

MR. JAMES: The box is being passed, and I would like to know what it is being 
passed for. 

THE PRESIDENT: The five members who will be elected to the Executive Com- 
mittee. This is merely a suggestion on the part of the Chair to get the names. 

(Note: During the course of the proceedings Mr. Ralph W. Cutler presented the 
nominations for members of the Executive Committee, who were elected as follows:) 

Uzal H. McCarter, President Fidelity Trust Company, Newark, N. J. 

Herbert A. Rhoades, President Dorchester Trust Company, Boston, Mass. 

John W. Platten, President United States Mortgage & Trust Company, New York 


City 
Sam W. Reyburn, President Union Trust Company, Little Rock, Ark. 
E. D. Hulbert, Vice-President Merchants Loan & Trust Company, Chicago, IIl. 


MR. BRECKENRIDGE JONES: I would like to move that the secretary cast 
the ballot for the election of the gentlemen named. (The motion seconded.) 
THE PRESIDENT: The motion is made and seconded. Is there any objection? 


Without objection, the secretary is authorized to cast the ballot for these gentlemen. 


MR. PHILLIP S. BABCOCK, Secretary: The secretary casts the ballot as in- 
structed. (The secretary then read the names of the five new members.) 

THE PRESIDENT: I want to say to you in connection with this next subject, 
gentlemen, that it is one of considerable importance and one upon which our mem- 
bers are honestly and sincerely divided. Your Committee on Program realizing this, 
thought it would be well to put it up for discussion and have asked the two gentlemen 
to lead off in a fifteen minute talk on the affirmative and negative side of this subject, 
to be followed by five minute talks from the floor. In order that there may be a full 
and satisfactory discussion, the committee thought it would be unwise to attempt 
to commit the Section by a vote. The Chair will therefore not entertain—lI say it in 
advance so there will be no misunderstanding—will not entertain a motion to commit 
the Section. Your remarks may be free and full so as to get at the real merits of the 
question. 

Mr. Pierre Jay, chairman of the Standing Law Committee of the American Bankers’ 
Association, who so ably presented this question at the session last year, is present to offer 
the affirmative side of the case; we shall be glad to hear him. 
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DISCUSSION 


| SEGREGATION OF SAVINGS DEPOSITS HELD IN TRUST COMPANIES 
(Affirmative) 


PIERRE JAY 


I should like to present to you two aspects of the segregation of savings deposits: 

Ist—What segregation means. 2ud—What segregation does not mean. 

Owing to the fertility of the imagination of some of those who oppose segregation, 
I may take longer to discuss what segregation is not than what it is. 

1: On the liability side, segregation requires the savings accounts to be kept separate 
from the commercial and other accounts. 

On the asset side, segregation requires the notes, mortgages and bonds representing the 
savings deposits to be kept separate from the investments of the other deposits. The money 
received from the savings deposits is not to be mingled with the money received from other 
depositors. The savings investments are held for the savings deposits, and in case of 
liquidation, the savings deposits have a first lien upon their own assets. If these are 
insufficient to pay the savings depositors in full, the latter then have a claim for the bal- 
ance on the same footing with other creditors, on the general assets of the bank. 

This is the law, with slight variations, for all State institutions which receive both 
savings and commercial deposits in Michigan, New Hampshire, Maine, Rhode Island, 
Massachusetts, Connecticut, Texas, Idaho, California, and, subject to referendum in 
November, Colorado. Nearly all of these States go further and prescribe in what kind 
of notes, bonds and mortgages, the savings deposits must be invested. 

I suppose that I have been invited to say something upon this subject because I have 
been Chairman of the Law Committee of the Association, which by instruction of the 
Executive Council, has been investigating the subject during the past year, and having 
given hearings, well attended by bankers in Detroit, Cleveland, Chicago, St. Paul, Des 
Moines, St. Louis, Louisville, 
New Orleans and’ New York, 
our committee is supposed to 
be familiar with the subject 
and with the sentiment of 
bankers thereon. Our report 
submitted to the Executive 
Council in May of this year 
and printed in pamphlet form, 
a number of which are on the 
table, covers the subject quite 
fully, and I will, therefore, 
only touch briefly upon the 
matter contained therein. 

The committee found a 
general agreement that a sav- 
ings deposit differed materi- 
ally from a commercial de- 
posit, first, because the bank 
may defer payment of it for 
thirty days or more, and sec- 
ond because it usually rep- 
resents all or nearly all of the 
capital or savings of the de- 
positor. But opinion is evenly 
divided as to whether the de- 
ferrable character of a sav- 
ings deposit entitles it to its 
own assets, so that in case of 
a run on the bank, while the 
savings depositors are be- 
ing held at arm’s length, the 

P. C. KAUFFMAN savings assets may not be 
VICE-PRESIDENT FIDELITY TRUST COMPANY OF TACOMA, WASH. realized upon to pay off the 
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commercial depositor who cannot be held off while the doors of the bank remain open. 

Opinion also seems to be evenly divided as to whether savings deposits should be 
invested differently from other deposits, because they represent practically all of the capital 
of the depositor, or because savings depositors as a class are unable to invest their money 
themselves. This, it seems to me, is the crux of the whole question. If you are unanimous 
in the belief that no reason exists in public policy, or morally, or otherwise, to provide the 
safest possible place where savings may be gathered and deposited, then further discussion 
is useless; but if one-half of those present today should feel as did one-half of those who 
replied to the queries of the Law Committee six months ago, that savings depositors were 
entitled to special treatment because their deposits might be deferred, and because their 
deposits represented practically all of their capital, then clearly there is ground for dis- 
cussion, and it should begin about this point and should not be obscured by the discussion 
of details. Cannot we assume that as segregation is in operation in several States, it is 
unnecessary to discuss its practicability, and confine ourselves to the fundamental idea 
underlying it? And in our discussions, can we not keep clearly before us that the funda- 
mental idea is the special investment of savings deposits, and that the separation of savings 
from other deposits—commonly called segregation—is merely a plan whereby this funda- 
mental idea may be made effective. 

Many of our bankers believe that the savings depositor, because he gets a little higher 
rate of interest than other depositors, should take this as his compensation, and in liquida- 
tion should take his chances with the rest of the creditors; and others feel that as bank 
failures are relatively few, savings deposits are safe enough under present conditions. 

These are perfectly reasonable arguments, but it seems to me that they fail to recog- 
nize two broader aspects of the question; one, the advantage to the community of the 
encouragement to thrift, which arises out of the confidence that savings are equally and 
especially safe in whatever bank they may be deposited; the other, the advantage to the 
banker, or the stimulation of deposits which such a confidence engenders. Are not the 
interests of the banker and the depositor inseparable? What is against the interest of the 
depositor is, in the long run, against the interest of the banker. What keeps away deposits 
keeps away profits, and conversely, what increases deposits increases profits, and we should 
remember that while the loss or impairment of his deposit may be an inconvenience to 
the commercial depositor, to the savings depositor it is generally a calamity. 

These, then, are the real reasons for the special investment of savings deposits: 

(1) The advantage to the wage earner from the increased incentive to thrift which 

it provides. 

(2) The advantage to the community from the increased supply of capital. 

(3) The advantage to the banker from increased deposits. 

The objections seem to divide themselves into two classes: first, the real, and second, 
the imaginary. 

There seems to be one real objection to the working out of segregation, namely, the 
danger that unwise investment legislation may drive money out of communities which 
originated it, and which need it for their development. This is a danger which does not 
seem to have yet appeared in the various segregation States but it might readily occur 
should unwise legislation seek to impose upon the banks and trust companies an unsuitable 
standard of investment. Pennsylvania, for example, has a savings bank investment law 
which is so rigid that I believe very few of its savings deposits, even in the mutual savings 
banks, are invested under it, and it is easy to understand and sympathize with the anxiety 
of Pennsylvania bankers lest this rigid law should be made compulsory for the savings 
deposits held by their State banks and trust companies. The Law Committee of the Ameri- 
can Bankers’ Association, after a thorough discussion with the bankers of the country, 
is convinced that no investment law for savings deposits is practicable, which to any con- 
siderable extent either takes money out of communities originating it, or out of channels 
in which it is now properly employed. They are agreed that a legal regulation of savings 
investments not only should not, but need not result in either. They believe that no uni- 
form investment law for the country at large is practicable, and that State legislation on 
the subject should merely attempt to crystallize into law the best banking practice within 
its own borders, and to obtain for the savings deposits what are recognized as the best 
investments available locally. 

None of the existing segregation laws seem to have had the baneful effect which many 
anticipate. Any well-constructed investment law, while it may permit, should not compel 
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the investment of funds out of the regions originating them. -In Massachusetts, with 
whose investments I am the most familiar, I estimate that of the $800,000,000 in the mutual 
savings banks, at least 80 per cent. are invested within the State. I doubt if many of the 
trust companies present have a much larger percentage than this invested within their 
respective States. 

When we progress from a discussion of the principle, special investment, to a diScus- 
sion of the plan, segregation, we almost inevitably leave behind the real objections and 
begin to deal with the imaginary; for the plan, segregation, has been practically worked out 
in several States, and many hundred millions of savings deposits are getting along very 
comfortably under it. But those who oppose segregation delight in portraying the chaos 
it would produce, and I hardly know which part of the picture to take up first. 

Perhaps the highest light falls on the assertion that segregation means nothing less 
than the segregation and special investment of all interest bearing deposits. This is such 
a preposterous suggestion—such a frail man of straw—that I should not think it worth 
speaking of were it not for the persistency with which it is paraded. The basis for it 
seems to be this statement which I will quote verbatim. “The Monetary Commission 
classify all interest-bearing deposits, whether on book, certificate or otherwise, as savings 
deposits.” 

In this statement the wish has been, doubtless, the father to the thought, for it has no 
foundation in fact. Let me read to you the classifications of the Monetary Commission. 
(Reads excerpts from report of Monetary Commission.) 

No segregation law contemplates any such sweeping segregation, and of course any of 
those present who live in segregation States know perfectly well that “all interest-bearing 
deposits” are not segregated. 

Our committee found that in Michigan, as well as in non-segregation States, some of 
the savings accounts were large, running as high as $50,000 to $75,000. Clearly these are 
not the kind of accounts for which we are interested in having special investments, and 
the bankers frankly admitted that if they so desired, they might properly establish by-laws 
limiting the size of deposits they would receive in their savings departments. 

The next bugaboo which the opponents of segregation present is the necessity, and 
at the same time the difficulty of defining savings deposits, and they close their discussion 
with this crushing epigram—“If men were deposited—not dollars—even heartless bankers 
could discriminate and segregate.” But the fact is that no definition seemed to be neces- 
sary—at least in only one of the segregation States does the law contain a definition. 
In the others, several hundred millions of savings deposits are segregated without any 
definition whatever, and although it is urged that the courts will require an exact defini- 
tion, yet the segregation laws of both New Hampshire and Michigan have been carried to 
and upheld by their highest courts without any need on the part of either the bankers or 
the judges for a precise definition of a savings deposit. The fact is that in practice the 
need of a definition is only at the time the law first goes into effect, and the savings de- 
posits are first segregated. As soon as the savings department is created, and such by-laws 
as the bank desires are adopted for it, all deposits go naturally to their appropriate depart- 
ment, either commercial, savings or trust, and no confusion whatever arises. 

But as the average banker has been represented so often by these gentlemen as in- 
capable of telling which of his deposits were savings deposits, the Law Committee, in 
obtaining the views of the members of this Association last spring, after discussing at some 
length their views of what constituted a savings deposit, asked the bankers the following 
question: 

“Could you determine which of your deposits, whether-on pass-book or certifi- 
cate, would be classified as savings deposits?” 

Twenty-seven hundred and one banks answered this question, of which eighty per 
cent. said that they could determine which of their deposits would be classified as savings 
deposits. Having thus established the intelligence of our bankers, it seems to me unneces- 
sary, as such a large percentage of you already know what savings deposits are, to dwell 
longer on this subject. 

Another phantom which they raise is that commercial depositors would soon leave a 
banking institution which received savings deposits under a law which gave savings de- 
positors a first lien on their own assets, and a general lien in case of deficiency on the 
general assets, thereby constituting them secured, although not preferred, depositors. 
Of course no such thing has happened, and it reminds me of the predictions freely made 
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in Massachusetts at the time the law permitting savings banks to issue industrial life insur- 
ance policies was passed. It was said that the people would be alarmed and would with- 
draw their money from any savings bank which issued insurance policies. The fact is that 
the two banks which have taken up the plan have been among the three or four banks 
which have shown the largest increase in deposits. The same thing seems to be true in 
some of the segregation States. In Michigan, for example the State banks with segrega- 
tion have shown a far greater ratio of increase than the National banks without segrega- 
tion. I received the other day a printed financial letter dated August 25, 1912, from a 
National bank in San Francisco, in which the following paragraph occurs: 
“An interesting situation has developed in Los Angeles where the Clearing 

House banks, finding that the savings banks and trust companies were attracting 

too large a proportion of depositors’ money, have determined to counteract this 

tendency by offering to pay interest on time certificates of deposit.” 
from which it does not appear that the Segregation Law in California is driving depositors 
out of the State banks and trust companies. 

Again it is foreseen by the prophets of the opposition that segregation will lead 
inevitably to banks either discarding all interest-bearing depositors, or on the other hand, 
discarding all of its active depositors. The promoter is soon to be at work in the extraor- 
dinary field which will be offered for the creation of purely commercial banks. In this 
connection it is interesting to note that this was the exact condition prevailing in many 
parts of California four years ago. The commercial bank and the savings bank, separate 
institutions, operated side by side, or even in the same banking room, for the bankers at 
their State convention voted almost unanimously for the enactment of a segregation law 
which permitted the savings and the commercial banks to unite and operate as one, which 
showed a tendency exactly the reverse of what some would have us expect. 

Again one might almost think that a savings deposit, unless it were invested in the 
note of a manufacturer or merchant, was a curse to the bank and the community which 
held it. Does anyone think that the mutual savings banks of New York with their fifteen 
hundred millions of deposits invested in mortgages and bonds, are a blight on the State? 
Would our Pennsylvania friends tear down the mutual savings banks of their State 
because their funds are not used in commerce and trade? But the mutual savings banks 
are not the only ones which are guilty of the crime of investing in mortgages and bonds. 
Are not the trust companies of Pennsylvania untrue to their calling when they carry a 
larger proportion of their assets in mortgages and bonds than in loans and discounts, 
according to the statistics of the Monetary Commission? And is not the same true in other 
States? 

But I am not going to discuss the question of what are proper investments for savings 
deposits: First, because we have not the time, and second, because the investment ques- 
tion is a purely local one, principle general, and what might be practicable in one section 
would be wholly unpracticable in another. Here, in Michigan, fifty-one per cent. of the 
savings must be invested in mortgages and bonds; fifteen per cent. held as reserve, and the 
remaining thirty-four per cent. may be invested as the directors see fit. The Massachusetts 
law, which is cited as anathema by the opponents of segregation, permits one-third of the 
savings deposits to be invested in commercial and collateral loans, and compels the balance 
to be carried either in cash or in mortgages and bonds. 

But the imagination of the gentlemen has not confined itself to rattling the dry bones 
of the segregation skeleton. We are indebted to it for some personal characteristics as 
well. Those who favor segregation are, they say, “amiable gentlemen who live and revel 
in the midst of theory, but whose feet never touch the ground of practice; dreamers who 
imagine the cackle of their burg to be the murmur of the world.” Gentlemen, we are met 
today in Michigan where segregation has been practiced partially for nineteen years and 
fully for three years, and the Michigan bankers like it. Here segregation stands firmly on 
the ground of practice. Here the theorists are the opponents—not the advocates of seg- 
regation. May they be amiable, may they enjoy their misty revels; and since they are 
sometimes forced into Latin quotations to adequately express their feelings, may I say to 
them in closing—Si monumentum requaeris circumspice. 


THE PRESIDENT: I thank Mr. Jay for this very able presentation of the 
affirmative side of the question, and we will ask Col. James, president of the Easton Trust 
Company, Easton, Pa., to present the negative. 
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SEGREGATION OF SAVINGS DEPOSITS HELD IN TRUST COMPANIES 
(Negative) 


ROBERT E. JAMES 


President Easton Trust Company, Easton, Pa. 


Mr. President and Gentlemen of the Trust Section; Your time is too limited to attempt 
to discuss the matter under consideration in anything like detail. I shall not attempt to do 
so, but shall endeavor only to present a few of the salient points which in themselves 
ought to determine the fallacy of the entire proposition. 

I shall not refer to the great inconvenience which would be occasioned to each bank- 
ing institution by the adoption universally of this plan; I shall not discuss the enlarged 
expenses which would naturally follow its adoption; I shall not take up the revolution 
which it would cause in the practice of banking throughout the United States; neither 
shall I, except casually, refer to the adverse results to the banker, occasioned by the new 
relation between him and his depositors. All these matters are fruitful topics for investi- 
gation, and each head bristles with objections to the plan as proposed by the gentlemen 
who advocate its adoption. 

The first and insuperable difficulty in this entire matter is the absolute inability of the 
proponents of this plan to define “savings deposits.’ They have abandoned any real 
effort to define “savings,” and in the report of the Law Committee to whom this matter 
was referred, they say “Precise definition is difficult, perhaps impossible;” and again they 
say, “The committee is convinced by talking with them that most bankers know which 
of their deposits are “savings” and that it is not necessary to define them by law.” 

Notwithstanding this inability, they propose to erect on this infirm foundation a new 
system of banking; a foundation which moves at every pressure in any direction, which 
has neither determinability nor stability; and in consequence, any structure upon such base 
must be of the frailest character, and subject to every wind that blows. 

If you propose to control “savings” by statute, you must define “savings.” There must 
be a clear line of distinction between “savings” and any other class of deposits. The statute 
must be sufficiently clear for the courts in any case of contest to define and distinguish. 
If this is not done, the courts will not enforce such a statute. “Savings” in New England 
means deposits in a savings bank. Everywhere else the word “savings” means money 
saved, without reference to the character of the deposit, or the character of the depositor; 
without reference to the amount, whether small or great; without reference to any pos- 
sible form of deposit, and much less without any reference to any limitation of time or 
interest increment, or any other feature. The courts, if they find anything, will find 
“savings” to be such deposits as are distinguished from active, commercial deposits, and 
in fact, the Monetary Commission has included under the term “savings deposits,” all 
deposits other than active commercial deposits, and the total so-called “savings deposits” 
as reported by the Monetary Commission is the total in each State, and in the United States, 
of all deposits other than active commercial deposits. It will not be possible for the courts 
to minimize this total. In the report of the Monetary Commission we find that of the 
fourteen billions of deposits in the United States, almost seven billions or practically one- 
half are nominated “savings deposits,” and the other seven billions are nominated commer- 
cial deposits. These figures, however, are not correct because they omit from the savings 
deposits all that great mass of deposits held by National banks payable on demand but 
upon which interest is paid, and which should be deducted from the commercial accounts 
and added to the so-called “savings accounts,” the result of -which would be that the total 
of so-called “savings accounts” would exceed one-half of the total deposits of the United 
States. 

If the proposed plan were a plan for segregation or the separation of deposits of 
different character, there would be little opposition, but what is called by these gentlemen 
a plan for segregation, is not so much a plan for segregation as it is a plan for investment, 
and the grave difficulty in this whole matter is the difficulty of restricted investments. 
It can readily be seen that if one-half of the total deposits of the United States are to be 
placed in restricted investments, the difficulty before the banking fraternity would be of 
an insuperable character and it is easy further to see, that if one-half or more of the 
deposits of the United States are to be placed in the restricted class of investments, such 
as bonds, mortgages, etc., that there will be such deficiency of funds for the ordinary com- 
mercial purpose, as everywhere to stop the wheels of progress and cause an industrial 
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depression and destruction greater than anything heretofore experienced, or which can 
now be conceived of. 

Under these conditions, let us inquire: 

First, what the effect of the proposed plan for segregation would be upon the banks, and 

Second, what the effect of the proposed plan for segregation would be upon the vari- 
ous communities and upon the country at large. 

As to effect on banks: 

First, all interest bearing deposits of every character whatever, when received by any 
institution, National or State, trust company or capitalized savings bank, under the plan 
shall forthwith be invested in a restricted class of securities, and treated in all respects 
as required by this proposed plan. 

For the purpose of illustration, permit me to use the data of your sister State—my own 
commonwealth, because of the fact that I happen to be more familiar with the statistics 
than I am with those of other States. 

In Pennsylvania, the Monetary Commission, after investigation made, declare in their 
tabulated and published statement that there are five hundred and twenty millions of sav- 
ings deposits. This statement is short of the fact. There are at least $600,000,000 of what 
would be called savings deposits under the law, which these gentlemen now propose to 
impose upon us. 

Of this amount $163,000,000, is now held by mutual savings banks, of which there are 
only eleven in existence in the State, seven of which are in Philadelphia and one in the 
city of Pittsburgh, the other three of minor importance. 

In Pennsylvania, then, with a total of interest bearing deposits amounting to $600,000,- 
coo, if we deduct $165,000,000, being the amount of deposits in mutual savings banks in 
that State, we have a result of over $400,000,000 subject to the provisions of this plan of 
segregation and investment. 

Four hundred million dollars, an amount greater than the total so-called “individual 
deposits” in all the National banks of Connecticut, Delaware, Maryland, Virginia, West 
Virginia, North Carolina, South Carolina, Georgia, Florida, Alabama, Mississippi and 
Louisiana combined. 

An amount greater than the total of individual deposits in all the National banks of 
Kentucky, Arkansas, Tennessee, Michigan, Montana, Wyoming, New Mexico, Idaho, Utah, 
Nevada and Arizona combined, and almost equal to all such deposits in all the New Eng- 
land States combined, and, yet these gentlemen would regulate these vast interests while 
taking lunch. 

In the so-called proposition (see note 2 on page 16 of bill affixing investments) they 
recommend that in each State the investments should be such as provided by the law for 
mutual savings banks. 

In Pennsylvania, mutual savings investments are limited to United States bonds, State 
and municipal bonds and first bond and mortgage. 

Imagine, gentlemen, if you will, the enactment of this bill as proposed, and the require- 
ment that in Pennsylvania, four hundred millions of dollars must be taken from the ordi- 
nary channel of trade, and all the securities or loans represented by that $400,000,000, con- 
verted and then replaced in United States securities netting two per cent. and somewhat 
upwards, or in State bonds, or in municipal bonds now netting four per cent. or less, or 
in bonds and mortgages and contemplate the condition that the Keystone State banks and 
people will have fallen upon. Business would be shaken—credits must be withdrawn— 
wheels must be stopped. Interest rates will oppress the business borrower. Municipal and 
Government bonds would be at such figures as to make it impossible to net more than 
three per cent. on investments, and every bank in the State of Pennsylvania would, as a 
last resort, be scrambling for first mortgage bonds which might offer a little larger rate. 

And then imagine the Pennsylvania banker endeavoring to realize a sufficiently large 
sum to pay the current expenses of his institution—to pay a reasonable dividend upon 
his capital invested, and to pay a three per cent. rate at least to his depositors, and yet 
Nomine mutate, haec fabula de te narratur. The Law Committee says several States are 
in the same predicament as Pennsylvania. 

It will be readily seen that a large proportion, indeed, the greater portion, of a bank’s 
deposits must be withdrawn from current loans, from discounting, from commercial paper 
of any character, and invested as above. This means that the bulk of the bank’s deposits 
must be taken in the first place from its use in the community where the bank is located ; 
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second, that it must be invested, probably abroad, the bank seeking the great cities of the 
East or of the middle West to find the character of new securities required by law. 
It means that the rate of income, discount or interest, which probably in former condi- 
tions realized from five to seven per cent. for the bank, must be abandoned, and that a 
very much less rate, possibly not exceeding three to three and a half per cent., dependent 
upon the character of the investment, and also the premiums required, would be realized 
from such investment. 

It means that the bank with an income of one-half or a greater amount of its deposits, 
not exceeding in gross three and one-half per cent., must pay its current expenses, declare 
a dividend on its stock, and pay, where interest is paid, at least three per cent. to its 
depositors. A mathematical proposition which ought to reach any banker’s mind and 
attract his attention. 

It is easy to see that banking under such circumstances would be impossible. The profits 
that might be made from the business of the active side of the bank would not meet the 
absolute loss constantly accruing on the savings deposit side of the bank, by reason of 
the liquidation of this large amount of deposits invested at home, in home business paper, 
as the case might be, and its reinvestment in a class of securities which probably would 
promptly find itself unable to meet the home demand for loans. The bank would be com- 
pelled to deny its business depositor the accommodations he was accustomed to getting, 
because of the fact that they were short of funds. The customer would speedily find a 
new bank to deal with and the business customer and depositor would be lost to the 
institution. That is to say, the bank’s ability to take care of its customers and the busi- 
ness in its locality would be reduced probably not less than one-half by the stroke of the 
pen which would approve such a law. 

Again, in what amount would this be likely to affect the banks? Our New England 
friends speak of this matter in a very light mood, as though what they call “savings de- 
posits” were insignificant in amount, yet an examination of the statistics shows that in 
almost every State in the Union, the so-called savings deposits equal or exceed one-half of 
the total of all deposits. The Monetary Commission has ascertained that “savings deposits” 
include practically all of the classes of deposits I have mentioned above, and in classifying 
the different kinds of deposits I find that the total called “savings deposits” of the Mone- 
tary Commission is approximately the total of all these different classes of deposits which 
I have mentioned above. 

It is fair to say that the Law Committee of the A. B. A. has seen some light on this 
phase and says, “The investment standards of many States seem to be impracticable in 
operation; as, for example, those of Pennsylvania, Missouri, Indiana, Wisconsin, Minne- 
sota and West Virginia.” 

Again, how would this proposed plan affect the State as a business community. 
The withdrawal of a great percentage of the deposits of all the banks from local invest- 
ment and the sending of such funds to remote points for investment would immediately put 
upon merchants, industries, etc., etc., the necessity of paying in whole or in large part their 
loans to the banks. It would debar them in large degree from ability to discount their 
current paper. It would make it impossible for the general mass of merchants and business 
men to obtain sufficient accommodations for their business in their own State; would 
compel them to go abroad to endeavor to get some portion of the money back to the State, 
by borrowing what was sent out of the State under the process of this law; and if their 
credit, which while good at home might not be established abroad, was not sufficient to 
enable them to obtain such loans, it would mean the closing ‘of the doors of the industrial 
plants, the abandonment of business by the merchants, and the cessation in large degree 
of every useful activity which goes to build up a State. It would be a mistake to imagine 
these statements to be either exaggerations or not founded upon facts. Any gentleman 
who will take the trouble to analyze the conditions, understand the statistics and use his 
grey matter for a very short period will see that the effect upon the business interests 
off the State would necessarily be ruinous. 

Take the illustration of an industrial institution. Manufacturers, as a rule, are de- 
pendent for a certain proportion, and usually a large proportion, of working capital upon 
their ability to make loans from the banks or upon their ability to discount their business 
paper promptly, thereby securing from the earnings of their business sufficient funds to 
renew the output from time to time as required. Under this method their loans in part 
would have to be called and they would have to settle. Their discounts would have to be 
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largely diminished because the banks would not have the money. Employees would be 
put in a seemingly hostile attitude to the conduct of the business, for this reason, that 
under present conditions the factory pays out large amounts for labor. The laborer 
monthly pays his household expenses and other current bills and prudently puts the rest 
into the bank for the rainy day. The bank takes the aggregate of these deposits, reloans 
it to the factory or discounts the factory’s bills, and these moneys make an unbroken chain, 
benefiting the factory, benefiting the laborer and benefiting the bank and all persons 
allied to any one of these classes. 

Under the proposed law, as soon as the laborer’s money goes into the bank, notwith- 
standing he has earned it in the community, and notwithstanding the industries of the 
community depend upon it for continued assistance, and notwithstanding the laborer’s 
interests are all with the factory which supports him, yet the bank is compelled by those 
wise doctors to take his money and send it to New York, Philadelphia or Chicago and 
buy Government bonds or State bonds or other securities, the result of which is that the 
funds deposited by the laboring class or the artisan class, whether in small or in large 
amounts, is forcibly taken from the community where it belongs without benefiting the 
depositor and brings distress, if not worse, upon the whole business community. 

These conditions are so apparent and plain that it needs merely the mention of them 
to convince a reasonable mind that the plan is a plan of a theorist and can receive no 
encouragement from the practical mind that depends upon its toil for its living, and that 
knows that in order to live it must directly or indirectly give aid to the employer who 
offers the opportunity for labor. 

Again, this lack of funds so occasioned in any community necessarily will raise the 
rate of interest, and the extra moneys must come from abroad. This will not only be a 
hardship upon the manufacturer and the borrower, or the discounter, but will have the 
effect of making the large bond houses, the broker’s houses of the great metropolitan 
cities, a clearing house or place of exchange, upon which directly or indirectly every rural 
community in the United States will depend for funds in order to conduct the modest busi- 
ness which, heretofore, they have conducted with the funds of their own community in 
their own way. Perhaps there is method in the great interest taken by some metropolitan 
bankers in urging this scheme. 

I think I have heard somewhere something unpleasant said about Wall Street. The 
present banking system, with its reserve requirements, its lack of short time domestic bills 
and the consequent flood of idle money to New York, has made and maintains Wall Street, 
and the provisions of this bill will double its iniquities. 

It is difficult to conceive of a greater condition of financial entanglement and distress 
than must necessarily follow the taking of large amounts from a community where it has 
been earned and properly belongs and sending it to some other locality for them to farm 
out at an advanced rate of interest, leaving the community to which it rightfully belongs 
destitute and prostrate. 

It is apparent, then, that thinking along these lines it can be demonstrated that to the 
banker, the manufacturer, the merchant, the professional man, the artisan, the laborer— 
to everybody in every community—this new process of business methods would be injuri- 
ous, distressful and destructive. These features alone are of danger to the banks, and 
the danger to the community from the enactment of any such bill ought to be enough to 
make every banker give heed and not treat this matter as a mere academic discussion for 
the amusement of an idle hour. Segregation is one problem; investment is quite another, 
and yet they couple the two and try to force results. The end may be disaster. 

You cannot divorce the individual from the community. Mutual assistance is the only 
key to prosperous community life. Adapt yourselves to new conditions, but do not expect 
the millenium tomorrow. 

American banking is a natural growth from the soil of popular need. It is not an 
experiment or product of greed. It is ruled by experience, and controlled by public 
demand. It is the finest exhibit of morality in business, and the most notable illustration 
of fidelity to trusts. It is greatest in the efficiency and honesty of its agents, and weakest 
in the weakness of its statutory control. It has built up communities, and communities 
have given it faith and strength. It has built up a great nation by its integrity, its adap- 
tability, its wisdom and its power. It will always tread where wisdom leads, but will not 
follow a will o’ the wisp. It will not tear down what it has builded at fancy’s call—nor 
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go back to the weakness of childhood and be garbed in swaddling clothes at the beck or 
nod of those who do not understand or appreciate its virtues. 

Let those who wish to revolutionize beware lest they merely destroy. An accurate 
understanding of local conditions and community needs will broaden views, eliminate fan- 
cies and conserve the best. The only merit in the proposition is separation. Restricted 
investment is the only panacea in crude banking. Modern methods and moneyed capital 
have long since relegated these primitive methods to the junk heap. Capital skillfully 
employed is a vastly better security for a depositor than respectability. The financial 
world moves forward—not backward. (Applause.) 





THE PRESIDENT: The Chair suggests that the nominations for the Executive 
Committee be closed and that the committee, if they desire, retire, so that they can bring in 
the names before the adjournment of the meeting. (See page 217.) 

I have allowed the invited speakers a little more time than was allotted, and I will 
have to confine those who discuss this question to five minutes. I do not want to offend 
anyone, but I will have to ask that, as our time is passing. 

MR. J. C. DRAKE, President Los Angeles Trust & Savings Bank, 
Los Angeles, Cal.: Mr. Chairman, and gentlemen of the Trust Company 
Section, I did not expect to make any remarks whatever, and am _ not pre- 
pared for it, and will ask your time-keeper to cut me off when I reach my five minute 
limit. But after the remarks on both sides of the question, I feel that I am going to 
stand five minutes anyway, and especially having come in from that far distant State 
known as California and where the interpretation of the law was given to you by one 
of the speakers. It happened to be my unfortunate duty to be one of the members of 
the State bankers who worked with the State legislators in forming that law. We 
made a special effort by increasing the compensation of the superintendent of banks’ 
salary to $10,000.00 per year to get a practical banker to interpret the law. We had a 
clause in the law that a man must have five years’ experience in banking and at least 
three years to be in our own State. When it came to the politicians they scratched 
out the qualifications and we were landed with a politician for superintendent of banks. 
That has been the most hurtful thing to the carrying out of the bank law of that State 
which requires segregation. My institution was one of the first to adopt or adjust 
itself to the’ new method of keeping its books and we were at once confronted with the 
question of stopping making commercial loans in order to arrange the segregation. 
The whole gist of the business is it is difficult to get a logical argument on either side 
by reason of the want of strict definition of “savings account.” The legislators want 
us to see that the deposits of the poor are better protected than the deposits of the 
rich. The National laws do not permit National banks to loan on real estate and vari- 
ous other well-known securities, nor called long time loans, which has caused the State 
banks to make such rapid progress in our country. 

Each State should be permitted to designate and define the character of invest- 
ments best suited for its own community. 

The segregation has come to California to stay there. Its defects are due to the 
fact that we open the door to so-called “Savings Accounts” in excess of the places in 
which they can be invested. We have the competition of the National bank desiring 
to get more funds because the inducement to deposit from the depositories into the 
savings branches is greater because they are permitted to ‘withdraw it by check. 

It has always occurred to me that one of the proper definitions for “Savings Ac- 
count” was a fund deposited which could not be withdrawn by check or on demand 
or upon presentation of the pass-book. 


MR. FESTUS J. WADE, President Mercantile Trust Company, St. Louis, Mo.: 
May I ask the gentleman a question? What do you regard a certificate of deposit? 

MR. DRAKE: A certificate of deposit is a loan to the institution for that length 
of time. 

MR. WADE: Not a savings account? 


MR. DRAKE: Not a savings account. That is an investment of the rich man. 
My time is up gentlemen. 


MR. WADE: We have no such people with us. Now, if we want to legislate for the 
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poor, we should define the amount they are permitted to deposit as a “Savings Account,” 
then they will get the best rate and can carry investments accordingly. 


MR. JOHN G. READING, President Susquehanna Trust & Safe Deposit Com- 
pany, Williamsport, Pa.: It seems to me, gentlemen, that the subject should be drop- 
ped for two reasons: First, because the Committee of the General Association reported 
to the Council of the Administration that it was a practical impossibility to secure 
segregation of deposits in the States generally of the United States at all, and that 
suggestion or recommendation on their part was adopted by the council administra- 
tion. Therefore, so far as this committee’s report is concerned, it has ceased to be a 
practical question, in addition to which the Chair having ruled that no motion would 
be made for its adoption after this debate, it has ceased to be a practical question. 
It is one purely of theory, and it is purely of theory notwithstanding the fact that 
Michigan, New Hampshire, and various other States, California included, may have 
segregation laws for the reason that none of them has been put to the test. Not one 
of them. They are precisely in the situation that the bank guarantee law in Oklahoma 
was before that bank in Oklahoma failed. It was a beautiful theory, but it fell down 
at the first time it was put into practice. And so this segregation of deposits is a theory, 
and it is absolutely nothing but a theory. And upon what is it based? Upon a demand 
by the people for the segregation of savings deposits? Absolutely no. No one ever 
heard of a depositor coming in and asking to have his savings deposit segregated as 
to assets and investments. Not one of them. And no one ever heard a man or woman 
come in and say, “I am a poor man; 1 am a poor woman; therefore, I want my deposit 
put in some separate investment and separate place and kept in a different box.” It 
is not in response to a demand from the public anywhere. It is absolutely a response 
in every and wherever it has been adopted, a response to a theory. Now, what is it, 
and upon what is the theory based? Upon the anathema of American politics, and 
you may talk until you are tired and you will get no definition of savings deposits that 
does not have upon it this ear mark, namely, that there is a class of people who put 
their money in banks or trust companies who ought to be distinguished from every 
other class. It is precisely the same vile thing that appears in our politics when the 
laboring class, for instance, says we must have different legislation from that which 
applies to the capitalistic class. That is the only appeal of segregation of deposits, 
emphasized upon the class distinction, and class distinction is the last thing on earth 
that a true patriotic American ought to be willing to foster, now or ever. (Applause.) 
We are all alike, I don’t mean to say that our color is the same; or mean that our re- 
quirements are the same, but in the eyes of the law we stand upon the same footing, 
or we are not really a democratic republic, and in our legislation with reference to this 
financial question we should abolish rather than foster the institution of this abomin- 
able anathema of class distinction. (Applause.) 


MR. JAY: Mr. Chairman, the remarks of the last speaker make me feel that the 
imagination is very generally developed in Pennsylvania, for he has put into the 
mouth of our committee a recommendation which we never dreamed of and never 
made. He said that we never stated in our report that segregation could not be adopted 
throughout the country. May I say that our early recommendation, and this was 
adopted by the Executive Council, was the following: “That at the next meeting of the 
Association in Detroit an entire session be allotted to the discussion of segregation 
of savings deposits.” And that this recommendation through his efforts and those of 
others was tabled. (Applause.) . 


MR. W. F. McCALEB, San Antonio, Texas: I cannot sit here and hear a gen- 
tleman give utterance to the expressions which are entirely apart from the vital sub- 
ject before us. The last speaker, for instance, attempted to say that the question of 
segregation of savings from commercial accounts is a question of class. I cannot see 
that at all. The man who cannot conceive of there being two special forms of ac- 
counts, one savings and one commercial, it strikes me is afflicted with a species of 
disease that I shall not attempt to analyze. We have in Texas, for instance, a sav- 
ings law where theré is segregation of the account. A man comes in and says, in my 
bank, for instance, “I want to open a savings account.” He is then given the in- 
structions or ‘rules guiding him in the case and that is a definite savings account, and 
we have laws controlling the investment of our savings account. Now, then, the 
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banker in this day who faces the postal savings bank and who faces the guarantee 
laws in five States of this country who still sits by and says, “We are not going to 
segregate the account or offer better security of deposits,” is sitting in the dark. 
Whether or not you approve or whether or not you believe in it, you are certainly on 
the march towards the segregation; you are certainly working toward the guarantee 
of security on certain classes of deposit, and when a man comes and says—“I want to 
open a certain class of account,” you are going to open it for him. That is as inevitable 
as progress along any-line. It is inevitable and you cannot avoid it, and I say to you 
gentlemen, every one of you bankers, when you face the propositions in the future of 
postal banks in every city, and a dozen of them, perhaps, in your own immediate town, 
you are up against the proposition of segregation or guaranteeing or securing of de- 
posits, and your individual depositors are going to come along that line and put their 
balances in those banks, and they will buy the bond and take over the funds. 

MR. WADE: May I ask a question? You have a segregation law in Texas for 
Savings accounts? 


MR. McCALEB: We have. 

MR. WADE: You have several investments for savings accounts? 
MR. McCALEB: Yes. 

MR. WADE: Are you allowed to invest in commercial paper? 


MR. McCALEB: Not our savings deposits; our savings funds are always invested 
in the first mortgage. 

MR. JAMES: Then, if your money is sent here, you have it sent back for indus- 
trial development? 

MR. McCALEB: We have not reached the point that industrialism enters into 
our affairs to any extent. When we come up against that proposition I hope it will 
work itself out as it will work itself out in every community, and in the entire indus- 
trial system. 

MR. JAMES: May I ask if you know anything about the inéustrial conditions 
or financial conditions in Pennsylvania? 

MR. McCALEB: I could not possibly absorb as much knowledge of Pennsyl- 
vania conditions as the honorable speaker. 


MR. JAMES: I think that is correct. 
MR. McCALEB: Entirely correct. 


MR. CLARENCE T. McNEILLE, Chicago: Have you today a surplus in your 
savings bank department that you invest in savings bank securities? 


MR. McCALEB: We have a distinct surplus, and carried as such as protecting 
the savings department. 


THE PRESIDENT: I regret to have to call the time. 


MR. GOFF: Mr. President, here is Mr. Julius H. Haass, one of the Detroit bank- 
ers, who has just come in, and it is very interesting to me to get the practical experi- 
ences of those who have had experience operating under this principle of segregation. 
1, therefore, ask the Chair to call upon Mr. Haass to give us the experience in Michi- 
gan, if he would. 


THE PRESIDENT: Mr. Haass. We would like’to hear from you. 


MR. JULIUS H. HAASS, Detroit, Michigan: I haven’t very much to say, Mr. 
Chairman, except that the segregation law has worked out in Detroit not through any 
political motives, I think, because it was through popular demand owing to a failure 
of a bank here in the city in 1902, in which, in the commercial department, there was 
a lot of over-certification. That was the Old City Savings Bank. The savings depart- 
ment was doing business legitimately and undertaking to buy bonds and mortgages 
according to the State law. They had a certain segregation law but it was not made 
as firm as today. Politics did not seem to have anything to do with it, but the savings 
departments, because of the decisions of the court, were somewhat tangled and un- 
certain and they paid the savings deposits separately and paid them more on the as- 
sets they knew were invested from savings deposits. The law was afterwards 
strengthened, and in the Michigan law the savings deposits are invested in mortgages 
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and—well, I think you know all about how they are invested, and it is not necessary 
for me to say that. 


A DELEGATE: Go ahead. 

MR. HAASS: They are invested in mortgages and bonds. That is to say, 51 
per cent. of the assets, and 15 per cent. in cash, or over, and the balance in collateral 
loans on commercial paper. Now, the assets and cash and books are entirely separate. 
If the bank should fail, why, the savings deposit and the savings loan are there. We 
liquidate those according to our law; your commercial loan and capital and surplus 
which is invested is also separate. If there should be any choice in the savings bank 
investments, it will share equally with the commercial deposits out of the capital in- 
vestment, and so on. And it would seem to me all savings investments are made in a 
little different character—workingman’s money. I don’t think that is class legislation. 
In your commercial department you make loans on credits to business houses and the 
loans are to a certain extent different, in other words, unsecured loans—business houses 
require loans and keep balances therefor, and the business, while | don’t say it is as 
safe, I like commercial paper very well, but it is in a different class than the loans of 
a savings department. The assets, however, are quicker, but they are not always col- 
lateral loans—loans on securities, and they are not mortgages. And we consider our 
real estate mortgages in this city as a prime asset when properly selected. My experi- 
ence in Detroit covers 25 years, since 1889, and I think if a bank should fail today you 
could segregate these savings loans. They are marked plainly on your books, the bank- 
ing department examine them, and you could liquidate the savings department separ- 
ately. That is about all I have to say. 


THE PRESIDENT: Thank you very much. 


MR. JAMES: I understand that 49 per cent. of your deposits that are invested 
are either in actual cash or represent local investments, called “demand” or “short time 
investments.” 

MR. HAASS: We can do that. 


MR. JAMES: As to 49 per cent. they may be of that character? 
MR. HAASS: Yes. 


MR. THOMAS W. SWAN, President Montgomery County Trust Company, Am- 
sterdam, N. Y.: I should like to say a word. I am interested in the discussion, and 
come from a rural community and have done business for several years in the suburb, 
not in the city, and I want to know how this segregation law would affect the business 
of banks in medium size cities, say 25,000 or 30,000 population. That would depend 
greatly, of course, upon the securities in which the investment of the savings account 
have to be made. Now, if the investments are classified according to the savings bank 
law of New York State, would it not tend to make the trust companies savings bank 
and would it not be difficult for the trust companies to compete? They could not com- 
pete on the same basis with National banks, they not being under this law, and I don’t 
see how it would be fair to the trust companies to place them under such a law unless 
some legislation were taken nationally at the same time, for National banks, putting them 
in the same class and having them invest in the same class of securities. It seems to me 
if such a law affected trust companies it might have a tendency to drive trust com- 
panies into the ranks of National banks. It would simply make the trust company 
another savings bank. 

And referring to the remarks of Mr. James, of Pennsylvania, it would seem as 
though it would tend to bring those investments into a class of securities which would 
not benefit the community. I have in mind a city in which the accounts are kept in 
several National banks. They don’t pay a cent’s worth of interest because they simply 
cater to the commercial business, and the savings bank is paying for the savings ac- 
counts. That doesn’t work very well for the accounts, because they are accumulating 
quite a lot of money—more than the National banks have—and the result in that town 
is that the money that is not in the town owned by people, the general savings ac- 
count, and some of.the people who keep money in saving banks because National banks 
do not pay any interest, that money goes outside of the State for investment, and in 
consequence several business men, many of the larger ones, have to go to New York. 
As a result the trust companies working under this segregation law would be simply turned 





: 


SSeS 


— 


ae ee eee ee eee 


oo 






































































































































































































IO: 














Ss ee ae 

















SR Re. 











230 TRUST COMPANIES 


into a class of savings banks and would not help the cities in the least, whereas the trust 
companies operating in that town paying interest on deposit would have the deposit which 
might be used in the further development of the city. (Applause. ) 


MR. KAUFFMAN: Just one word. Gen. Hancock was ridiculed throughout the 
country in 1880 when he said tariff was a local question. He was not so far wrong, I 
believe, judging from the general agitation of a politician of the country today. It 
seems to me the question of the segregation might be very largely regarded in the 
same light. The laws and conditions that apply to the New England States that have 
for years been working under mutual savings bank laws differ entirely from condi- 
tions in western and newer communities. Take in the State of Washington, that State 
from which I come, Tacoma, with some 19 million dollars of deposits. Fully one-third 
are savings deposits and would come under the straight definition of Mr. Jay. With- 
out referring at all to the savings deposits evidenced by certificates, I refer particularly 
.o deposits placed and evidenced by savings books. The State of Washington has 
nearly 200 millions of deposits today. There is not a bank in that State, scarcely one, 
whether it is a State bank, trust company, private bank, or National bank, that does 
not maintain a savings department issuing pass books governed by rules and regula- 
tions such as are used in practically every savings bank throughout the country. Of 
the 180 millions or 1¢0 millions of deposits of that State, the large bulk of it goes 
out through the development of that great and prosperous farming country and the 
building up of communities. We need that money there, and the investments are 
made locally. The laws that might apply to Massachusetts cannot at the present time 
apply to Washington. It seems to me that is a question wherein every State, every 
locality must work out, as the individual has to, his own or its own salvation. | 
believe that the future will ultimately determine that question. I don’t believe that 
this is a question that this Section of the American Bankers’ Associaion or that the 
American Bankers’ Association itself has a right to endeavor to thrust upon any par- 
ticular section of the country, a law that will affect adversely the interest of that sec- 
tion. It seems to me that ultimately these matters will adjust themselves, but until 
they do and until that time comes, | don’t believe that it is wise for this Section of the 
American Bankers’ Association or the Association itself to do much to put itself on 
record or to have a committee to endeavor to carry through and force upon the vari- 
ous communities of the country a certain definite uniform method of this particular 
character. (Applause.) 


MR. WADE: It seems that the advocates of segregation of savings deposit place 
their guidance and theory upon the fact that the poor man is to be protected. It is 
*o protect the savings account because it comes from the rank and file of the people 
of this naticn and country. Nevertheless if we will take the history of the State banks 
or the National banks where there is no segregation but where there are savings ac- 
counts, they will find the percentage of losses less there than they will find in the old 
fashioned New England savings bank, if they apply the doctrine of value to their as- 
sets at this present time. Much has been said about National banks ‘not loaning on 
real estate, and being therefore a different institution. Examine the reports of the Comp- 
troller of Currency and you will find that the National banks of the United States have 
more loans on real estate or more money invested in real estate than the trust com- 
panies. More than 20 per cent. of their capital is tied up in the very worst form of 
investments—real estate. And again, take an institution such as I have the honor to 
represent, we have commercial accounts and-we have savings accounts and we have 
certificates of deposit and we have a National bank as an adjunct. If I get a particu- 
larly slow loan and there is no place to segregate it, it would be segregated to take 
care of the poor people. If I get a particularly active piece of paper or short term 
real estate loan, I put it right in so that those who want their money can come around 
and get it. Now, gentlemen, you are dealing with a problem which I don’t believe 
was ever intended should be taken up by the Trust Company Section of the American 
Bankers’ Association. (Applause.) You are coming in and: sending at the expense 
of my institution and others a committee through my State that don’t understand con- 
ditions to tell us how we should conduct our business, when we have never lost a 
dollar doing as we are. You come up here and your committee makes a report in a 
very facetious and sarcastic way criticising us because we have the temerity to express 
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what we believe to be an honest opinion. But they don’t give you the reasons which 
we give them for opposing their views. 

You take in Missouri, or take the line of demarcation of States in the United 
States west of the Missouri river and east of the southern side of California and there 
will not be one bank—savings bank—in Boston but will have more savings than that 
whole vast territory put together. And I tell you, there is not a distinctive savings 
bank in the State of Missouri. Why do you want to come and put up new laws against 
us who have built up at our expense and put our money behind the savings account, 
not as they do in New England, the many savings institutions—but where we have 
put millions of capital and surplus earnings to protect the savings accounts? Why do 
you want us to segregate it? I am free to confess I would welcome it because every 
institution has slow loans. We have a building which we own. It could go into the 
segregated accounts. We have $880,000 invested in it, 10 per cent. of our savings ac- 
count. We will say that is segregated, and so would you with your slow assets. If 
you are good bankers and good keepers of savings accounts, you will keep the active 
stuff to meet the other conditions. (Applause.) 


MR. DINKINS: Segregation is a very dry subject, and I think it is rather for- 
tunate than otherwise that it should have some personalities this morning to enliven 
it. The opposition to segregation, it seems to me, js a good deal like a speech that 
a very distinguished American delivered once. He said “The rich was not the poor. 
Men who have no children and no wives have no family.” One gentleman from Wash- 
ington said “We don’t want you to take the money that is needed to develop Tacoma 
or Seattle and invest it in bonds issued by Wall Street, or a firm down in Wall Street.” 
Nobody who advocates segregation, at least no member of a committee who investi- 
gated the matter of segregation wants to do any such thing. The first speaker stated 
definitely that segregation was a general matter and affected all banks, but that the in- 
vestment of the segregated funds was a local matter, and all he advocated was that we 
should enact into law, crystallize into law the custom of the best banks and bankers 
in the various States in which saving deposits are to be segregated from general de- 
posits. Here in Michigan they invest part of the money in commercial paper; in Mas- 
sachusetts they invest a portion of the segregated deposits in commercial paper. So 
it seems to me that the opposition to segregation, that is, those who oppose segre- 
gation, present an appearance a great deal like the colored man who was directed one 
night to go on an errand which took him by a graveyard and his employer found he 
had not gone and he asked the reason and the man told him about the graveyard. 
“Why?” he says, “You certainly don’t believe in ghosts, do you?” “No, boss, I don’t 
believe in them, but I’se scared of them.” (Laughter.) 


MR. JAMES: May I ask the gentleman a question? 
MR. DINKINS: Certainly. 
MR. JAMES: In your illuminating argument on ghosts I apprehend that— 


MR. DINKINS: (Interrupting.) Ghosts come out in the dark, and are not illumi- 
nating, Mr. James. (Laughter.) 


MR. JAMES: May I ask that question? You say this is a local matter and that 
in the matter of investment it is a local matter which you don’t make any claim for. 
Do I so understand? 


MR. DINKINS: No sir. I said that the question of segregation was a general 
matter but that the question of investment was a local matter and that the committee 
had only suggested that such laws be passed as would crystallize the present custom 
of the best bankers in their communities. 


MR. JAMES: The difficulty, perhaps, is a question of investment. You see, they 
have one law in Massachusetts, another in Michigan, one for Louisiana, or hope to 
get one—you have not got it yet,—one law for New York, where they hope they are 
going to get one—have not got it yet,—and another law in Missouri. But segregation 
is not confined to State institutions. It is just as applicable to the National as State 
banks. You are going to have one system of investment for these institutions, and if 
the system by the mere act of Congress differs from the system by the legislature of 
the State of Michigan, the State institution is either going to have an advantage over 
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the National institution or it is going to have a disadvantage: 
reconcile those things? 


MR. DINKINS: Mr. James, that question came up at every meeting that the Law 
Committee held, that same question. It is an old story. 


MR. JAMES: Will you be kind enough to elucidate it? 


MR. DINKINS: Yes. The way that will be handled is a good deal like we will 
handle National trust companies if they ever come to be. The National government 
will adopt as its law in one State the laws of the trust companies and the savings banks 
of that State; not a very difficult thing to do. 


MR. JAMES: That is as clear as mud. 

MR. GOFF: Will you yield to me just a minute? 

MR. DINKINS: Yes. 

MR. GOFF: In view of the fact we have two further topics assigned for discus- 
sion and it is now 12 o’clock and we have yet to receive the reports of the vice-presi- 
dent and to proceed with the election of officers, I move this discussion be closed in 
ten minutes. Will that afford ample time? 


MR. JONES: I second the motion. 


MR. PRESIDENT: The motion is made and seconded. All those in favor make 
it known by saying ‘ 


How are you going to 


‘aye’; opposed, “no.” (The motion was carried.) 

MR. JONES: This is a meeting of the Trust Company Section, and it seems to 
me that the interest of this Section in a general sense is to restrict discussion to sub- 
jects that are especially germane to trust companies. I know of no trust companies 
in this Section that are clamoring for a law of this kind. I find a great many defects 
to this segregation. I will not put it in Latin but there is a maxim that says it is a 
“good policy to keep your sickle out of the other man’s grass,” or a Spanish proverb 
that says “you must not try to cut your leather out of the other man’s hide.” There is 
nobody in this Section advocating this law, and if we were to say that certificates of 
deposit which in character, in my city at least, are about the same as the savings that 
come from the same class of people, and the banks of St. Louis have as many certifi- 
cates of deposit as the trust companies have savings—we haven’t any trust companies 
clamoring for segregation of that kind, but the hanks who would not be affected by 
it think it would be very nice to have it applied to the other fellow. We would say 
therefore that with this segregation of savings there should also be a revision in the 
law so that time certificates of the banks should be segregated in the same way. 

MR. THORNTON COOKE, Secretary Fidelity Trust Company, Kansas City, 
Mo.: While the general question is under discussion it may be interesting to hear one 
remark from Missouri. There is one trust company in Missouri that believes in this 
question of segregation. The institution with which I am connected had a few years 
ago a very large volume of savings deposits. It seemed wise to segregate it as to the 
liability and the assets. It was not possible to have them segregated in our own in- 
stitution under the Missouri law, so we evolved a trust company to receive these sav- 
ings. Consequently, there is therefore one institution in Missouri whose deposits are 
savings only. The difficulties of doing this in other institutions, however, seems to 
me to be somewhat exaggerated. It has been done under the law of the State of Kan- 
sas for certain purposes along the lines stated by Mr. Drake. That statute mentions 
the limits within which the accounts are to be considered savings and the limits of 
interest that may be paid on those accounts, and in addition, as Mr. Drake suggests, 
you could go further and state the funds may be paid upon the production of the pass 
book. Then you have a good definition. 


MR. WADE: Mr. Cooke, do you say you have your savings segregated? 
MR. COOKE: Yes. Organized a separate trust company. 
MR. WADE: And you own the stock of that company? 


MR. COOKE: The Fidelity Trust Company owns half the stock of the Title & 
Savings Trust Company. 


MR. JAMES: What kind of trust do you administer in that particular trust com- 
pany? 
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MR. COOKE: We administer none. 

MR. JAMES: Why do you call it trust company? 

MR. COOKE: Have to, because there is no practical savings bank law in the 
State of Missouri. I haven’t time here to go into the reason why. There is a savings 
bank law in the State of Missouri, but no savings bank has ever operated under it 
except one which failed in six months. They had to operate under the savings bank 
law. 

Now, if I am not exceeding my time, I should like to refer to one objection men- 
tioned here this morning which includes the possibilities that also along the line of 
segregation of deposits the gentleman who raised this question did not push his 
analysis far enough. He said when a workingman walks into a bank he does the same 
thing a business man does when he walks in and makes his deposit. He does not. He 
is wrong. It is no more the same thing than to ship a carload of cattle and shipping 
a carload of coal. You get different vessels. If you ship cattle you get one class of 
car and if you ship coal you get an open gondola. There is no more danger in creating 
class distinction by segregating savings accounts in State banks than there is by es- 
tablishing separate savings banks. (Applause.) 

MR. JAY: May I be permitted to add a word. It has been suggested by a num- 
ber of those who have spoken that our Law Committee was advocating the passage of 
a law in various States, going into States and advocating the passage of a law there. 
For the committee I want to deny such suggestion most emphatically. My committee, 
which includes two of the members of your Executive Committee, were instructed by 
the Executive Council to investigate the subject and to report the views of the com- 
mittee as well as the views of as many members of the Association as we could gather. 
We made such report. We made no recommendations whatever in it except the sub- 
ject shall be discussed here at Detroit which the Executive Council decided to table. 


THE PRESIDENT: Gentlemen, under the motion passed the discussion is 
closed. The next subject is also of interest to many of those present—‘“The Advan- 
tages of Co-Operative Publicity of Trust Company Functions.” What is your pleasure 
in reference to this discussion? It is now 12 o’clock. 

A DELEGATE: I move the discussions be continued for one hour. 


THE PRESIDENT: Is that seconded? 

MR. DINKINS: I amend that motion and suggest we discuss it for 30 minutes, 

THE PRESIDENT: Is that motion seconded. (Motion seconded.) 

THE PRESIDENT: All those in favor make it known by saying “aye”; opposed, 
“2a. 

THE PRESIDENT: The Chair is unable to decide. I will ask it again. The 
Chair thinks it is lost. We are ready for discussion on “The Advantages of Co-Opera- 
tive Publicity of Trust Company Functions.” What will you do with it? 

A DELEGATE: I think the only thing we can do is to pass it up, and I offer 
that motion. 

THE PRESIDENT: If there is no discussion of that we will take the third sub- 
ject, “Annuities and Pension Funds for Employees.” Is there any discussion of this 
subject? 

A DELEGATE: I move the two subjects be referred to the committee again. 
(Motion seconded.) 

THE PRESIDENT: You have heard the motion. Those in favor make it known 
by saying “aye”; opposed, “no.” (Motion carried.) 

THE PRESIDENT: The next on the program is the general discussion. Is 
there any subject that any member would like to bring up at this time for the dis- 
cussion of the Section? If not, the next is the roll-call of States. 

I want to say in explanation of this, gentlemen, that it was very much hoped by 
the Committee of Arrangement that there would be ample time to hear from the vice- 
presidents of the different States. This roll-call embraces a call now of 40 odd States, 
what is your pleasure in reference to it? There are a great many vice-presidents came 
upon invitation of your Section prepared to make a report of conditions of trust company 
affairs in their own States. If they have prepared a paper they have been asked to hand 
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it in, and upon notice, have a right to discuss the conditions in their States for five minutes. 
I make this plain so all may know the conditions of this roll-call. 
MR. DINKINS: I move that the roll-call be suspended and the various vice- 


presidents be requested to send in reports. (Motion seconded.) 


THE PRESIDENT: The motion is that the roll-call be suspended and the vari- 
ous vice-presidents hand in their reports. Those in favor make it known by saying 
“aye”; opposed, “no.” (The moticn was carried.) 

THE PRESIDENT: The election of officers is next in order. Nominations. The 
president and vice-president are nominated from the floor of the Section. 


MR. OLIVER C. FULLER, Milwaukee, Wis.: I desire to nominate for the 
presidency of this Section the gentleman whose active, earnest and effective work in 
behalf of this Section for a number of years past entitle him to recognition as our 
leader at this time, and whose charming personality has endeared him to every mem- 
ber. of this Section who has come in contact with him since his membership. I refer 
to Mr. William C. Poillon, vice-president of the Bankers’ Trust Company of New 
York City, whom I nominate for president. (Prolonged applause.) 

MR. JACKSON: | take great pleasure in seconding the nomination of Mr. Poillon. 

THE PRESIDENT: Are there any other nominations? 

MR. JACKSON: I move the nominations be closed. (Motion seconded.) 


THE PRESIDENT: Gentlemen, you have heard the motion. Those in favor 
say “aye’; opposed, “no.” (The motion was carried.) 

MR. FULLER: I move the rules be suspended and the secretary be instructed 
to cast a ballot for the election of Mr. Poillon. (Motion seconded.) 


THE PRESIDENT: You have heard the motion, gentlemen. Those in favor 
make it known by saying “aye”; opposed, “no.” (The motion was carried.) 

MR. BABCOCK: The secretary reports the ballot has been cast for the election 
of Mr. Poillon to the presidency. 


THE PRESIDENT: The president appoints Mr. Fuller and Mr. Cutler to es- 
cort Mr. Poillon to the chair. Gentlemen, your new president. (Prolonged applause.) 

THE PRESIDENT: It gives me a great deal of pleasure, sir, to welcome you 
on this platform and refer to you all honors of the position and turn over to you 
this President’s pin, the badge of his high office. 

MR. GOFF: Mr. President, may I have just a moment, President Fries, before 
you retire? Permit me to say a few words on behalf of the members of the Section. 
Fourteen years you have served this Section with distinguished fidelity and zeal. The 
records of the proceedings of our Association will disclose that you have ever stood 
for the highest ideals, for the best standards, standards that make for trustworthiness 
in the administration of trust assets in the highest sense of the word. High honor have 
been conferred upon you—the highest in the gift of this Section. They have come to 
you not by self-seeking, but as a recognition for your faithful service. 

A very agreeable duty has been commissioned to me, to present to you on behalf 
of the members of the Section a slight token of their appreciation for your services, 
which it is the trust and wish of us all may be cherished by you even down to the 
sunset days of life as a remembrance of our affectionate regards. 

(Unveils loving cup.) Prolonged applause. 

MR. FRIES: This is a difficult speech to make. I am — my feelings get the 
better of me. My heart is full of thankfulness and appreciation. (Prolonged ap- 
plause.) 


MR. POILLON: Mr. Chairman, gentlemen, and members of the Trust Company 
Section, this is one of the happiest moments of my life, and I thank you sincerely for 
the great honor you have shown me by electing me the president of the Trust Com- 
pany Section. I promise you that I will do everything possible to make the coming 
year as successful as have been each of the past fifteen years since the organization of 
this Section, and I know that this can be accomplished only with your earnest support 
and co-operation. Again T thank you. (Prolonged applause.) 
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THE PRESIDENT: It is now in order to nominate for first vice-president of 
the Section for the coming year. 


MR. DINKINS: I desire to place in nomination a man of conspicuous ability, a 
good lawyer, a good trust company man, a good citizen, and a man who is well quali- 
fied to make presentation speeches, Mr. F. H. Goff, of Cleveland. (Applause.) 


MR. SULLIVAN: Mr. Chairman, I take very great pleasure in seconding the 
nomination of Mr. Goff. In doing so I know that I not only express the sentiment of 
the bankers of the city of Cleveland, the home city of Mr. Goff, but I also express 
the sentiment of the entire banking fraternity of the State of Ohio. (Applause.) And 
I am sure that Mr. Goff—I have known him well and favorably for many years—will 
faithiully and intelligently discharge every duty incumbent upon the position for which 
lte is nominated, if you elect him here today. I move then, as I am on my feet, that 
the rules be suspended and the secretary cast the vote for the Section as a whole. 


MR. FULLER: Second the motion. 

THE PRESIDENT: You have heard the motion, gentlemen. All those in favor 
say “aye”; those opposed say “no.” The motion is carried. 

MR. BABCOCK: The secretary reports that he has cast a ballot for Mr. Goff 


for vice-president of the Section. 


THE PRESIDENT: I announce that Mr. Goff has been duly elected the first 
vice-president of this Section for the ensuing year. (Applause.) 

MR. GOFF: Mr. President and gentlemen, I am deeply grateful to the Section 
for the honor conferred upon me. I feel under personal obligation to my fellow towns- 
men and fellow banker, Colonel Sullivan, for the kind things he has said of me. I will 
undertake to do my utmost for the service of the organization. (Applause.) 


THE PRESIDENT: I will say that the first meeting of the Executive Commit- 
tee will take place immediately after the adjournment of the convention. Will the 
members of the committee please remain. 


THE PRESIDENT: The by-laws of the Trust Company Section provide that 
where the State delegations have not already elected their vice-presidents for the vari- 
ous States for the ensuing year, that the Executive Committee shall elect such vice- 
presidents. We will be very glad to receive any nominations that the members of the 
various States may make for this office of vice-president of the various States. 

THE SECRETARY: Gentlemen, through the courtesies of Mr. Luhnow, of the 
Trust Companies Magazine, there are a number of pamphlets here, the report of the 
Stock Transfer Conference of Transfer Agents and Counsel. These are to be delivered 
to anyone as far as they go. The general secretary has asked me to announce that the 
railroad tickets are acceptable on the boats between Detroit and Buffalo and Detroit 
and Cleveland, so that, upon application to the steamboat company, The Detroit & 
Cleveland Navigation Co., if you prefer to return home that way, you can do so. 

THE PRESIDENT: If there is no further business before the meeting, a motion 
to adjourn will be in order. 

MR. J. J. SULLIVAN, Cleveland: Mr. President, it seems to me it would be 
proper for us before the motion to adjourn to place ourselves on record expressing our 
thanks to the banking fraternity of the city of Detroit, and I offer this resolution. 

RESOLVED, That the thanks of the Trust Company Section of the American 
Bankers’ Association are due and are hereby tendered to the banking fraternity of the 
city of Detroit and to the newspapers and the citizens generally for the many cour- 
tesies and warm hospitalities which have been tendered to us and which we have been 
the recipients of during our stay in this beautiful city. 

MR. DINKINS: I second the motion. 

MR. PRESIDENT: You have heard the motion. All in favor of Mr. Sullivan’s 
resolution signify by saying “aye”; opposed say “no.” (The resolution was unani- 
mously carried.) 

MR. GOFF: I move we adjourn. (Motion seconded.) 


THE PRESIDENT: All in favor say “aye”; opposed, “no.” (Motion is carried.) 
The meeting adjourned sine die. 
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THIRTY-EIGHTH ANNUAL CONVENTION 
OF THE 


American Bankers’ Association 








BANKERS DISCUSS CONSTRUCTIVE POLICIES REGARDING CURRENCY 
REFORM AND IMPROVED AGRICULTURAL METHODS 


Reviewing the work and deliberations of 
the thirty-eighth annual convention of the 
American Bankers’ Association at Detroit, 
September 9 to 13, the fact is brought 
forth clearly that the public-spirited bank- 
ers of this country, through their national 
organization, are performing the most im- 
portant services not only in shaping con- 
structive banking or currency  poli- 
cies, but likewise in advancing the 
cause of agricultural improvement, conser- 
vation of resources and in the develop- 
ment of business and industries. Unlike 
most previous conventions the Detroit as- 
sembly was characterized by a spirit of co- 
operative endeavor and the elimination of 
political dissension. In the days gone by 
much time was wasted with academic dis- 
cussion and dealing in abstract questions. 
Today the American Bankers’ Association, 
through its executive officers, its executive 
council, standing committees and with the 
co-operation of the many active State asso- 
ciations of bankers is accomplishing real 
work of a character which makes for the 
advancement of the individual as well as for 
the nation. Year by year the standards of 
banking administration and improvement in 
methods are being carried forward. But 
what is most gratifying is to realize that the 
one central and vital aspiration is to make 
our banking institutions, both State and Na- 
tional, more potent in bringing about a 
more equitable distribution of prosperity. 
Just now the American Bankers’ Asoscia- 
tion is performing yeomen work in behalf 
of the agricultural interests, in perfecting 
plans for advanced farming methods, credit 
extension and increasing the fertility of 
the soil. In view of the high cast of liv- 
ing, the exodus of a large number of 
American farmers to new Canadian settle- 
ments and the need of increasing our na- 
tive resources, it may be properly said, 


that there is no work of great 
tance to the people of this nation. 

There were 3200 delegates in attendance at 
the Detroit convention out of a membership 
of 13,323. Every State and important com- 
munity in the country was represented by 
one or more delegates. Last year, at New 
Orleans, the discussion and valuable address 
relating to monetary and banking reform 
overshadowed in importance all other ques- 
tions. This year the work of the standing 
committees came in for most attention and 
plans were further developed to increase the 
usefulness of the Association. The first day 
of the convention was devoted to meetings 
of the various committees at which the 
achievements of the past year were reviewed, 
reports approved and plans defined for the 
ensuing year. The first business session 
was held on Tuesday, September to in the 
Detroit Opera House. Despite the prevail- 
ing warm weather the convention auditorium 
was completely filled when Governor Chase 
S. Osborn of Michigan was introduced by 
President William Livingstone to welcome 
the delegates after the invocation by Bishop 
F. D. Leets. The hearty reception accorded 
the bankers by the people of Detroit was 
further emphasized by the addresses of wel- 
come delivered by Honorable John C. Lodge 
of the Detroit Common Council, by George 
H. Russell, president of the Detroit Clearing 
House, who expatiated on the city’s wonder- 
ful growth, and by Postmaster Homer War- 
ren. The veteran and well-known Southern 
banker Col. J. J. Lowry of Atlanta offered 
fitting and eloquent response to the ex- 
pressions of welcome. 


Annual Address of President William 
Livingstone 

President William Livingstone, who is 

president of the Dime Savings Bank of De- 

troit, then presented his annual address, re 
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viewing the activities of the various stand- 
ing and special committees and of the vari- 
ous departments. He compared the growth 
of the Association as it is today with what 
it was fifteen years ago when the bankers 
assembled in Detroit for their annual con- 
clave. After presenting a summary of the 
work of the Trust Company Section, Sav 
ings Bank Section, Clearing House Section, 
American Institute of Banking, State Secre- 
taries’ Section, the bill of lading committee, 
committee on agricultural improvement and 
law committee, President Livingstone called 
attention to the Currency Commission. 


Currency Reform 


In regard to the extension of efforts to 
promote the plans of the National Monetary 
Commission, President Livingstone said: 

“It seems to be imperative that we should 
have, if possible, immediate action on this 
subject, and I most earnestly urge that every 
effort be put forth by our Association for 
the passage of a good banking and currency 
bill, and that the Currency Commission’s 
attention should be directed to the work of 
urging Congress to action at their next ses- 
sion, and their efforts should be supplement- 
ed and aided by the Association members 
throughout the country, who should be asked 
to take the matter up with their Congres- 
sional representatives in order that prompt 
and favorable action may be obtained on the 
plan submitted by the National Monetary 
Commission. In other words, that the As- 
sociation should “stand by its guns” in this 
important matter in the fullest sense of the 
word and should continue to support the 
bill as previously recommended, and should 
again go on record as favoring its adoption.” 


Annual Report of the General Secretary 


The varied activities and important 
achievements of the Association were out- 
lined in the annual report of General Sec- 
retary Fred E. Farnsworth, to whose able 
executive work much of the past year’s 
progress is due. Mr. Farnsworth referred 
in his report to the part performed in con- 
nection with bankers’ organizations in this 
country by the State of Michigan and the 
city of Detroit. In 1897 when the Associa- 
tion held its annual convention in Detroit 
the membership was 2,813. On August 31, 
last, the membership was 13,323. The total 
assets of the banks composing membership 
in 1897 amounted to $4,200,000,000. The as- 
sets of the present membership represents 
the sum of $15,000,000,000. Association re- 
ceipts from all sources have also increased 
during this time from $86,000 to $215,000 an- 
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nually. Mr. Farnsworth devoted portions 
of his report also to the work of the various 
Sections, standing committees, the Journal- 
Bulletin, the protective department, legal 
department, the establishment of a library 
at the central offices in New York, routine 
work and membership growth. 
Report of the Treasurer 

The finances of the Association were the 
subject of a special report by Treasurer J. 
Fletcher Farrell. The cash balance on hand 
September I, 1911, was $1,433. Total cash 
receipts for the current year were $215,719 
and total expenses for the year were $213,- 
159, leaving a credit balance of $3,992. The 
schedule of disbursements shows that $509,- 
947 was devoted during the past year to the 
work of the standing Protective Committee ; 
for salaries $26,147 and for printing and 
publishing the journal of the Association 
$17,915. The Trust Company Section re- 
ceived $8,264 for expenses, salaries, etc.; the 
Savings Bank Section $9,282 and the Ameri- 
can Institute of Banking $9,204. 

Annual Report of General Counsel 

A most interesting report was that pre- 
sented by General Counsel Thomas B. Paton 
reviewing the advance in new legislation and 
department work requiring legal assistance. 
The progress made in urging national legis- 
lation to safeguard bills of lading received 
particular attention as well as the enactment 
of laws in various States regarding the mak- 
ing of false statements for credit. New 
York, New Jersey, Rhode Island and Louis- 
iana legislatures adopted this law for the 
protection of banks during the past year. 
New York also enacted a law to protect 
banks against derogatory statements or 
malicious attacks. Counsel Paton also de- 
scribed the new form of standard burglary 
policy devised by the Association and 
which is now used by companies in writ- 
ing bank burglary insurance. Important 
work was done in providing members 
with opinions regarding banking laws 
and practice. Mr. Paton suggested the 
establishment of a Court of Arbitra- 
tion under the auspices of the Associa- 
tion to which disputes between members 
over small matters, such as responsibility for 
protest fees, losses growing out of mistakes, 
fraud or forgery in collection of commercial 
paper or other transactions, could be re- 
ferred for decision and handled without hav- 
ing recourse to courts of law. 


Annual Report of the Executive Council 


The annual report of the Executive Council 
was presented by the chairman, Arthur Rey- 
nolds. The report reviewed the actions and 
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proceedings at the Council meetings in New 
Orleans and at Briarcliff Manor May 7th 
and 8th. These included the recommenda- 
tions for curtailing the expenses of the As- 
sociation, the changes in the constitution, 
recommendations in behalf of agricultural 
and financial development and education. 


Report of the Standing Protective 
Committee 


\s secretary, Fred E. Farnsworth presented 
the interesting report of the Standing Pro- 
tective Committee. As is well known this 
department enlists the valuable services of 
the William J. Burns National Detective 
Agency which has offices throughout the 
country. It was shown that from September 
I, 1911, to August 30, 1912, a total of 249 ar 
rests of bank criminals, burglars, forgers, 
etc., were made.. During that period there 
were 145 convictions and 125 are awaiting 
trial. It was also shown that the excellent 
protective work accomplished with the as 
sistance of the Burns agency has had a whole 
some effect in discouraging bank criminals 
in attacking banks which are members of the 
Association. 


Address on “Bankers and Currency 
Reform ” 


In view of the growing demand for the re- 
vision of the national banking and currency 
system and the plans proposed by the Na- 
tional Monetary Commission the delegates 
manifested keen interest in the address by 
Hon. Robert W. Bonynge of Denver, Colo 
1ado, and member of the National Mone- 
tary Commission, with which the morning 
session of the convention came to a close. 
Mr. Bonynge spoke on “Bankers and Cur- 
rency Reform” and said in part: 

“For many years the American Bank- 
ers’ Association has taken a most promi 
nent part in the nation-wide movement 
for a reform of our banking and currency 
laws. It has been the 
discussion at every 
your Association. 

“Before the creation of a National Mone- 
tary Commission, you had appointed a Cur- 
rency Commission to prepare a specific plan 
for Monetary Reform. Both commissions, ] 
am happy to say, co-operated in the arduous 
task assigned to them. The National Mone- 
tary Commission was greatly indebted to 
your Commission for most valuable aid and 
assistance in the performance of its duties. 

“The business world is tired of political 
makeshifts and temporary financial measures. 
They do not want any more patch-work in 
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remodeling our-banking laws. They will not 
be satisfied with mere enunciation of pro- 
posed measures. What they want is relief 
from the present deplorable conditions. Their 
demand is for true constructive legislation, 
based on correct and safe principles, so that 
the American people may have what their 
wealth and their intelligence eminently en- 
title them to, and that is—a banking system 
that will not by its frequent collapses be a 
constant menace to the legitimate commerce 
of the country, but which shall at all times 
be able to sustain and promote that com- 
merce. Nothing else will be satisfactory. 
Any temporizing legislation on these great 
questions will only postpone the day for their 
final settlement and ultimately make the 
proper solution of them more difficult. I 
feel confident that I voice the sentiment of 
the bankers and of the business people who 
have given serious thought to these matters, 
when I say that they would infinitely prefer 
to struggle along under our present anti 
quated system, bad as it is, for many years 
to come, rather than have some haphazard 
and loosely drawn legislation enacted at this 
time. If the country is not prepared now 
for a thorough and scientific revision of our 
monetary laws, so as to place our banking 
system permanently on a safe and sound 
basis, then by all means let us keep up the 
agitation and the discussion until the 
American electorate awakens to the situation 
that confronts us! It is earnestly to be 
hoped that that time will arrive before we 
are compelled to go through another finan 
cial panic with its inevitable 
and capital.” 


loss to labor 

\fter describing the plans and principles 
of revision embodied in the bill of the Na- 
tional Monetary Commission, submitted to 
Congress at the last session, the speaker con 
cluded as follows: 

“The American 
slow to be 


people are 
aroused, but 


frequently 
when they are, 
they have a habit of acting speedily and 
decisively. With the progress that has al- 
ready been made and with the united and 
consistent’ efforts of all who realize the 
transcendent importance of a wise solu- 


tion of these problems we may reasonably 
hope that in the not far distant future the 
United States will have a banking system 
that will-no longer cause it to be known 
among the powers of the earth as a ‘Fi- 


nancial Nuisance,’ but which shall be not 
only a credit to us, but shall likewise be 
adequate to the needs of the present and 
of the marvelous material 
that awaits our people.” 
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Afternoon Session, September roth 


The afternoon session was devoted to the 
presentation of reports by the chairmen of 
the Trust Company Section, Savings Bank, 
Clearing House sections and the American 
Institute of Banking. The major portion of 
the proceedings were taken up with passing 
amendments to the constitution reported out 
from the Executive Council. In the absence 
of Chairman Pierre Jay the report of the 
standing Law Committee was offered by 
Lynn H. Dinkins, president of the Inter- 
state Trust & Banking Company of New 
Orleans. This report related particularly 
to the enactment of laws regarding bank- 
ing passed in various States and the work 
accomplished in investigating the subject of 
special investment for savings deposits. The 
report of the Bill of Lading Committee was 
presented by Chairman Clay H. Hollister and 
recited the progress made during the past 
year in securing consideration for a national 
law and in the passage of uniform laws in 
the various States covering bills of lading. 
The report of the Currency Commission of 
which A. B. Hepburn, chairman of the Board 
of the Chase National Bank of New York 
City is chairman, was presented by Festus 
J. Wade, president of the Mercantile Trust 
Company of St. Louis. The report set forth 
briefly the situation in regard to proposed 
currency reform and the advisability of 
awaiting the results of the presidential elec 
tion in order to proceed with intelligence in 
furthering the demand for reform. In sub- 
mitting the report Mr. Wade offered the fol 
lowing resolution which was adopted: 


In order that the position of the Ameri- 
can Bankers’ Association as to a reforma- 
tion of our financial banking system may 
be fairly understood and correctly placed 
before the public, 


BE IT RESOLVED, That this Asso- 
ciation will co-operate with any and all 
people in devising a financial system for 
this country which shall place us with 
the other great commercial and competing 
nations—a system which shall give the 
American people of all classes and con- 
ditions financial facilities and industrial 
advantages to which they are entitled. 


After the presentation of various other 
committee reports and the adoption of a 
recommendation to the Secretary of the 
Treasury that the Association favoring 
the printjng of denominational numbers 
upon the face only of new currency, the 
first day’s proceedings came to a close. 
The convention was adjourned to meet 
Friday September 13th. 
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SECOND DAY’S SESSION 
Friday, September 13th 


The convention was called to order by 
President Livingstone and following the in- 
vocation the delegates listened to an address 
by Charles A. Conant of New York City on 
“Land and Agricultural Credits.” This was 
followed by an address on “Agricultural De- 
velopment and Education” by Andrew M. 
Soule, president of Georgia State College of 
Agriculture and Mechanical Arts. Dr. Brad- 
ford Knapp, who is in charge of the work of 
the Department of Agriculture in the cotton 
States, described the progress made by the 
bureau in promoting general agriculture in 
that section of the country. Following the 
addresses the report of the Committee on 
Agriculture and Financial Development and 
Education was presented by Chairman 
Joseph Chapman, Jr., who described how the 
State Association of Bankers in thirty States 
were working in co-operation with the Gen 
eral Association for the Betterment of Agri 
culture. He referred to the work of the 
committee at Washington, where legisla- 
tion had already been enacted and to the 
pending proposal for Federal and State co- 
operation in the expenditure of $28,000,000 
a year on farm experiment and education. 

“We are spending approximately half a 
billion dollars a year on education, and busi- 
ness men would be interested to know,” he 
said, “that less than 5%4 per cent. of the chil 
dren ever reach high school, the balance 
dropping out, half of them before the seventh 
grade. In Minnesota, among 435,000 school 
children, only four-tenths of I per cent. are 
being educated to be producers. The rest 
were educated to be consumers. That is why 
the question of vocational training and par 
ticularly agricultural training is the most 
important one before the American people 
today.” 

The convention was also addressed by 
United States Senator Charles E. Townsend 
of Michigan. Election of officers and the 
selection of Boston for next convention 
followed. Officers: Chas. H. Huttig, presi- 
dent Third Natinal Bank of St. Louis, 
president of Association; Arthur Reyn- 
olds, president Des,Moines National Bank, 
vice-president, and Fred E. Farnsworth, 
re-elected secretary. 

At a night session of the Executive 
Council T. J. Davis, cashier First National 

3ank of Cincinnati, was elected chairman 
of the council. Officials: General secre- 
tary, F. E. Farnsworth, New York; asst. 
sec., W. G. Fitz Wilson, Nek York; treas- 
urer, J. Fletcher Farrell, Chicago; general 
counsel, T. B. Paton, New York. 
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PRACTICAL SUGGESTIONS FOR INCREASING THE EFFICIENCY | 
OF TRUST COMPANY EMPLOYEES 


| 
| 
| IMPROVING THE SERVICE TO CUSTOMERS OF BANKS AND TRUST COMPANIES 


IRVING L. JONES 
Assistant Cashier, Mercantile National Bank, St. Louis, Mo, 








To increase the power of production is 


the object toward which the best efforts 
of business men are constantly directed. 
Progress in any enterprise is conditioned 


upon two factors—labor and expense; with- 
out which success cannot be achieved. As 
the cost of production establishes values in 
merchandise, so knowledge and ability in- 
crease the worth of labor. The efficient 
bank man and the skilled mechanic are alike 
the result of application and training, the 
value of each depends on his fitness for the 
performance of specific duties. 

Selecting the Force.—The threshold of 
the counting room is the strategic point 
which needs the strongest guard. Practical 
experience and business prudence teach 
that it is a waste of time and energy to 
admit to the ranks, men who are seeking 
only temporary employment. Itinerant 
clerks have a demoralizing influence, both 
in speech and conduct upon the permanent 
force. The applicant should be required to 
express his determination to make the pro- 
fession of banking his life work. His physi- 
cal, mental and moral qualifications should 
be closely scrutinized, and if he measures 
up to the requirements, assign him to the 
department where his talent and tempera- 
ment may be developed and brought to a 
state of perfection. 


School of Instruction.—In addition to 
the organized Chapters of the American In- 
stitute of Banking, there should be estab- 
lished in the larger banks and trust com- 
panies, in Reserve Cities, for the benefit of 
their own employees, individual schools of 
instructions, where through the personal 
pride of the students -any quality may be 
developed, modified or effaced. A system 
of compensation for attendance and prizes 
for reward of merit would produce imme- 
diate and permanent interest which would 
amply repay the cost of maintenance. The 
officers, including the General Counsel and 
heads of departments, should instruct the 
clerks in commercial law, the negotiable 





instrument, political economy and _ busi- 
ness deportment. The work in the various 
divisions should be explained so that the 
entire force may become acquainted with 
the details of the whole institution. 

A practical knowledge of bank examining, 
auditing and higher accounting will greatly 
enhance the value’ of the men and qualify 
them for any position. The successful 
banker should be able to properly discrimi- 
nate in accepting loans and have the faculty 
of determining promptly and briefly which 
is a safe and profitable investment. He 
must be a judge of credits, values and 
human nature. Continued effort to expand 
and improve the resources of the financial, 
industrial and commercial interest of the 
country, necessitate the development of 
talent, skill and energy in the working 
force, commensurate with the increased vol- 
ume of business. 

Pay, Praise and Promotion Incentives 
to Good Work.—The origin, purpose and 
end of employment is gain. The main- 
spring which moves most men to their best 
endeavor is profit, The same governing 
principle underlies all human energy, and 
the desire to obtain the highest possible re- 


turns for investments permeates and con- 
trols every avenue of commerce. It is of- 
ten a perplexing problem, which requires 


diplomacy and skill, to adjust the salaries 
to individual merit. 

The man with executive ability commands 
a higher compensation than the routine 
clerk, for one has a wealth of knowledge 
and exXperience behind him, while the other 
has only the limitless expanse of possibility 
before him. It would probably lessen fric- 
tion and relieve the management of petty 
annoyances if the several departments were 
classified and graded, fixing the pay for 
each position as in the Civil Service of the 
Federal Government. The employee should 
realize that while he invests time and labor, 
his employer invests money, which earns an 
income with which his salary is paid. 
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He should remember that for every dol- 
lar paid him per month the bank has to 
loan $20 at five per cent. for one year. 
The following table shows the relative value 
of labor and capital on a five per cent. basis. 

SERVICE RENDERED 
$50.00 per month $600.00 per year. 
75.00 “ 2 900.00 “ 
100.00 “ 4 1,200.00 
125.00 ~ %i 1,500.00 
150.00 & 1,800.00 
200.00 ~ = 2,400.00 
250.00 “~ 3,000.00 
300.00 * = 3,600.00 
350.00 ~ = 4,200.00 
400.00 “ = 4,800.00 
450.00 ~ i 5,400.00 
500.00 4 6,000.00 


CAPITAL EMPLOYED 


$12,000.00 at 5% earns $600.00 
18,000.00 “ : 900.00 
24,000.00 5% ” 1,200.00 
30,000.00 5% . 1,500.00 
36,000.00 5% 7 1,800.00 
48,000.00 5% , 2,400.00 
60,000.00 5% ’ 3,000.00 
72,000.00 5% ‘ 3,600.00 
84,000.00 5 4,200.00 
96,000.00 5% . 4,800.00 
108,000.00 5% 5,400.00 
120,000.00 5% : 6,000.00 
While his service is measured by money 
he should not be mercenary, the laws of 
equalization and compensation (quid pro 
quo) compel him to render to his institu- 
tion an adequate return for the dividends 
paid him. He has a financial and proprie- 
tary interest in the bank, and should work 
unceasingly for its welfare and success. 


Praise.—Of the three prime elements in 
remuneration, the one which costs the least, 
produces the most. A word of personal 
commendation from the chief executive, or 
members of his staff, has a power not meas- 
ured by money. 


Promotion.—The average man will not 
continuously strive to do his best when no 
appreciable advantage accrues from his ef- 
forts. His nature easily surrenders to dis- 
pondency, idleness succeeds industry, and 
indifference is a sequence of defeated hopes. 
The desire for preferment is innate, there 
can be no progress in human nature unless 
there is hope that time and successful labor 
will bring their reward. Every man should 
have a right to advance in proportion to his 
industry and skill. With this privilege in- 
sured, ambition will stimulate the men to 


IrvinG L. Jones. 


ASST. CASHIER MERCANTILE NATIONAL BANK, 


ST. LOUIS, MO, 


gain distinction and produce men who can 
think, act, plan and execute. Intellectual 
ability and force of character must influence 
the choice of a candidate for promotion. 

Life Insurance, Pensions and Profit 
Sharing.—This is practically an untried 
field as only a few of the larger banks and 
trust companies in the United States have 
inaugurated this system, the experiment be- 
ing of too recent a date to judge of its 
merits in promoting increased zeal among 
the employees. The possible benefit, how- 
ever, is apparent and is worthy of the 
thoughtful consideration of progressive 
bankers. 

Profit sharing in the industrial world is 
an established factor in increasing produc- 
tion and diminishing loss, but in banks this 
feature is of necessity largely eliminated, 
the function of the clerk being to preserve 
rather than produce. The immediate parti- 
cipation in the profits is merely another 
name for increased wages, which offers no 
great additional security to the improvident 
against the vicissitudes of fortune: for the 
rank and file of bank men rarely ever accu- 
mulate a competency. Their surroundings 
and mode of living have a tendency to pro- 


masons 
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hibit economy, which, though rigidly prac- 
ticed, would not be a sufficient guarantee for 
the future. As the hand of time impairs 
man’s earning abilities, he naturally contem- 
plates the future with misgivings, and any 
plan having for its object the amelioration 
of his condition, must appeal directly to 
his gratitude. 


Deferred participation in the form of 
pensions for disability and compulsory re- 
tirement, has been adopted, with varying 
degrees of success, by some of the larger 
institutions, but the latest and best gratuity 
ever offered to the bank employee is the 
Life Insurance Policy. 


The Mercantile Trust Company was the 
first institution in St. Louis to place in effect 
this system of reward. On June 7, the 
president, Mr. Festus J. Wade, took out a 
general blanket life insurance policy in the 
Equitable Life Assurance Society on the 
lives of each of the employees of both the 
trust company and the Mercantile National 
Bank, for an amount equal to two years’ 
salary of the individual, permitting each one 
to name their own beneficiary. This volun- 
tary and substantial evidence of the good 
will of the company and interest in the wel- 


fare of the employees will undoubtedly pro- 
voke a hearty response, and prove a power- 
ful inducement for faithful, progressive and 
continuous service. 


Improving the Service to Customers.—. 
Primarily banks and trust companies are 
organized to make dividends for the stock- 
holders, to conserve the wealth of the com- 
munity in which they are located, to facili- 
tate the interchange of commerce, to pro- 
vide safety for securities and protection for 
their depositors. Competing institutions 
have the identical commodity to offer the 
public, varying only in amounts and man- 
ner. Our customers are the source of our 
prosperity and are, therefore, entitled to our 
most careful consideration. We _ should 
leave nothing undone that will contribute 
to their comfort and convenience. Personal 
service, combined with intelligence, prompt- 
ness and politeness form an auxiliary capi- 
tal, inexhaustible in supply, but in constant 
demand. The whole fabric of banking is 
based upon confidence. Our relation to the 
public is one of trust, and our conduct 
should be distinguished by those great prin- 
ciples of honor, justice and integrity, which 
inspire men and appeal to their friendship. 
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A Promising Trust Company Enterprise 
in Waco, Texas 


The Continental 1rust Company has been 
organized to transact business in Waco, 
Texas, under auspices which are particu- 
larly promising. The company is capital- 
ized for $1,000,000, represented by 10,000 
shares of the par value of $100 which are 
being offered to the public at $105 per share. 
The company is employing a liberal policy 
in distributing its stock in order to enlist 
as wide an interest as possible. The charter 
of the company, which was granted in 1871 
by a special act of the Legislature, is a most 
valuable one and liberal in its provision. 
It has been amended to the Continental 
Trust Company. There is no promotion 
bonus or watered stock in the company 
which is all fully paid and non-assessable. 

The Continental Trust Company starts 
out with far reaching policies and will 
doubtless become an influential factor in the 
development of Central Texas. It will af- 
ford opportunity for the owner of mort- 
gages and vendors’ lien notes to complete 
the same into money secured by these col- 
laterals and the money into stock of the 
Continental Trust Company which is the 
highest grade bankable collateral security. 
Its large capitalization will also offer special 
advantageous connections throughout the 
East and Europe. The company will han- 
dle large land loans, mortgages, bonds, 
stocks, commercial paper and all kinds of 
gilt edge securities. 

The officers and board of 
assurance that the company 
large and profitable business. Judge Sam 
R. Scott, former District Judge of the 
fifty-fourth Judiciary District, and identified 
with a number of important corporations 
and financial institutions, is president. 
W. E. Johnson, G. R. Reynolds, Capt. W. L. 
Saye, Thos. A. Caufield, and John T. Smith 
are vice-presidents. J. W. Dodson, who re- 
cently resigned from the First National 
3ank of Waco, has accepted the position 
as secretary of the Continental Trust Com- 
pany. T. J. Primm is treasurer. Scott and 
Ross are the general counsel. The direc- 
tors are as follows: Sam Sanger, Col. Joe 
S. Rice, M. Kendrick, J. R. Collier, Dr. 
W. E. Colgin, Judge Sam R. Scott, T. J. 
Primm, W. E. Johnson, J. W. Dodson, G. B. 
Reynolds, Capt. W. L. Saye, Thos. A. Cau- 
field, John T. Smith, Dr. N. A. Olive, S. P. 
Ross, and J. J. Dean. 

Interesting literature is being issued by 
the Continental Trust Company regarding 
the growth of Texas. 


directors are 
will have a 
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ESTATE ACCOUNTING 


FREDERICK H. BAUGH and WILLIAM C. SCHMEISSER 
Authors of ** Theory & Practice of Estate Accounting”’ 


N the last ten or fifteen years there has been a decided advance in the 
theory and practice of accounting, and the results obtained have clearly 
demonstrated the advantages of up-to-date methods. The branch of ac- 

counting which has been the slowest to respond to this trend to more accu- 
racy and perfection has been estate accounting. 

This is probably due to the fact that the courts and the lawyers are de- 
manding a more regular and more accurate accounting to safeguard the 
various interests which attach to an estate. Secondly, we have the fact that 
to carry on estate accounting properly, it takes a working knowledge of 
the legal requirements covering estates and it is this which it is difficult 
for the average accountant to acquire. Unlike other branches of accounting, 
each entry to be made is governed by a well established principle of law or 
rule of court. It is this intimate relation between the law and the estate 
accounting which places this branch in a class by itself. 

Estate accounting is practiced by two classes of men. They are the 
general accountant and the trust company employee. Under modern busi- 
ness conditions the accountant is doing more estate work than his older 
brother under former conditions, but the larger half of this branch of ac- 
countancy is taken care of by the trust companies. 

As the best equipped expert on a given subject is generally found where 
there is more work of that particular kind to do, it is safe to say that the 
trust company men, as a general rule, know more about estate accounting 
than the general accountant. At the same time we must not forget that in 
the country districts, where trust companies are not plentiful, the individual 
accountant is still almost universally called in to assist the personal repre- 
sentative. Again, whenever a new trust company is started it is the general 
accountant who is made use of to get things in shape and under way. A trust 
company may work under advice of counsel, but no lawyer, no matter how 
well versed in estate law, will undertake to explain how the books ought to 
be opened and the entries made. 

In the olden days when a man of means died, everything was left for 
the business bookkeeper to do. Now the personal administrator works under 
advice of counsel and a trained accountant, whenever the estate warrants the 
expenditure. Formerly things drifted along until the life tenant died and 
then the remainderman might, or might not, as he saw fit, raise a cry, be- 
cause the beneficiary had gotten more than his proper share or the corpus 
of the estate had been wasted. 

If the property had been wasted, it was generally up to the remainder- 
man to swallow his loss, unless he was fortunate enough to have been deal- 
ing with a man of means as the personal representative. Now that the courts 
in most jurisdictions are requiring reports at stated intervals, the day of 
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reckoning cannot be postponed. If the representative cannot get up the 
reports in proper shape he must turn to the accountant. In this way the 
chances are, at least, fairly good that the estate is well taken care of. On the 
other hand, if an untrained man, although a good bookkeeper, keeps a set of 
estate books, the chances are that they will not be kept properly. And fur- 
ther, when an auditor is called in by reason of litigation or what not, to state 
an account then he is often totally at sea because of the death or discharge 
of the old bookkeeper who had a lot of short cuts which he only could 
explain and which no one else can solve without his assistance. 

There is only one way to keep a set of estate books, and that is to be 
always ready for a suit or an audit. At all times the books should show a 
complete historical development of each transaction. If possible the de- 
velopment should be so plain that a jury could see and understand, even 
with one eye closed. 

The commercial schools are beginning more and more to appreciate the 
fact that the accountant must know more than how to add columns accurately. 
They are now giving the student the theory on which estate accounts are 
based. The trust company officers are also diligently urging their employees 
to improve their time by attending lectures and taking courses after office 
hours. Then again the C. P. A. examinations are an impossibility without 
a training in estate accounting. Formerly an accountant who had a desire 
to get ahead had to dig around to see what he could find and there were no 
willing hands, who had the training, to hand out a few principles. Now if a 
young man is wide awake he has no excuse for a lack of information. 

To be a proficient estate accountant, a man, besides his bookkeeping 
knowledge, should be thoroughly conversant with the legal principles cover- 
ing this branch of accounting. To be more specific—this should embrace a 
working knowledge of testamentary terms, a fair acquaintance with the proce- 
dure of the Probate Courts and a general familiarity with testamentary dis- 
position or wills. Also, he should have some little idea of the different kinds 
of property and their legal importance. Further a good estate accountant 
ought to keep his eyes open for any new judicial decisions which may guide 
the action of the personal representative. Last and not least, he must be 
familiar with the rules of court of the particular jurisdiction in which he does 
most of his work, as the courts in some places have working rules which do 
not always seem to the laymen to be in entire accord with the generally ac- 
cepted principles of law. 

A good estate accountant can endeavor to learn all of this without 
encroaching on the duties of the attorney-at-law. Even with this knowledge 
at his finger tips, he will only be in a position to’ know when to advise the 
administrator to consult counsel. Of course, a trust company official who 
does little else but administer estates ought to be as well informed as any- 
one, the lawyer not excepted. The position and funds at his command 


enable him to keep up with the latest literature on estates and estate 
problems. 


Now the nature of the subject under consideration makes it impossible 
for the writer to take up in detail any branches of estate accounting which 
they have set out in full in their book. The scope of this article compels a 
limitation to the general principles of estate accounting as any attempt at 
detail would be scrappy and unsatisfactory. 
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A few words as to the general principles on which the accounting by 
the personal representative for large estates is based, will not be out of 
place here. 

An account is opened entitled Estate Account. To this are credited the 
various personal assets of the deceased at their appraised values, other 
classified accounts being charged with these personal assets. When a dis- 
tribution occurs, the Estate Account is charged and the accounts containing 
the assets credited. The handling of income, payment of legacies, expenses, 
etc., of course necessitates the opening of other accounts which should be 
classified according to the light which they will afterwards throw on the 
manner in which the estate was settled. The property as per inventory and 
the appraised values thereon constitute, of course, the basis for all entries, 
except those occasioned by income received after death of the decedent, 
assuming, of course, that this was not included in the inventory. 

The accounting by the trustee is probably more intricate than that of 
the administrator, since he may have, in one estate, four or more trusts under 
his care. He should charge in classified accounts such assets as he has 
received, and credit each life tenant in properly classified accounts with the 
property belonging to each. The values used in making the entries should 
be those at which the property was taken over from the executor. It is most 
important that income should be kept in strictly separate accounts from the 
corpus. At the end of one year from the beginning of the trust, the trustee 
should render to the court his accounts in approved form showing his man- 
agement of the trust for the period in question, and thereafter annually the 
reports should be rendered. 

An article on estate accounting, however brief, would not be complete 
without a word about the ever present question as to “What part of the 
receipts is corpus and what is income?” This is very important, and espe- 
cially when the provisions of the will are such as to make it imperative to 
keep the same separated so that the rights of the life tenant and the remain- 
derman may be properly protected. What the one gets is generally a loss 
to the other, especially when the estate is of goodly proportions. It is impos- 
sible to give any ironclad rule by which one can be separated from the other, 
because often the peculiar facts in any one case make it necessary for the 
life tenant and remainderman to resort to the courts to find out the proper 
distribution which should be made. 

Shortly no doubt, some new and interesting cases will arise as a result 
of the dissolution of some of our largest trusts, by reason of the Sherman 
Anti-Trust Law. Let us hope that these decisions, brought about by newly 
declared stock dividends, will assist our friends in some of the States to 
work out at least a general working rule where the stake is not really large 
enough to warrant a judicial determination. 


ANNOUNCEMENT TO SUBSCRIBERS 

A large number of requests have been received by Trust Companies Magazine for 
copies of the report adopted by the Stock Transfer Conference, composed of transfer 
agents and counsel for large corporations and trust companies. This report was published 
exclusively in Trust Companies Magazine and through the courtesy of the Conference we 
are enabled to provide subscribers with copies. To Trust Companies Magazine subscrib- 
ers there is no charge and we shall be pleased to furnish copies of the report. Send request 
to Trust Compantrs Magazine, 15 Williams street, New York City. 
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TENTH ANNUAL CONVENTION OF THE AMERICAN INSTITUTE OF 
BANKING 


Every succeeding annual convention of the 
American Institute of Banking emphasizes 
the increased growth and influence of that 
important organization. It has become the 
most important and valuable factor in ad- 
vancing banking education and in creating 
high standards among the rising genereation 
of bank men. The tenth annual convention 
which was held August 21 to 23 at Salt 
Lake City, Utah, demonstrated more clearly 
than ever before the fact that the educa- 
tional features of institute work command 
the hearty and earnest support of the many 
members and the respective chapters. For 
a time, during the earlier career of the or- 
ganization there was prevalent a disposition 
to regard the local chapter organizations as 
a means of social recreation and as a means 
of diversion. Although this phase of insti- 
tute activities still offers strong attraction 
it is now the educational which com- 
mands the interest of institute members. 
The progress in this direction may be ob- 
served in studying the various and elabor- 
ate courses of lectures and the class work 


side 


already mapped for the ensuing year by the 


local chapters. All departments of banking 
and trust company work are covered in 
these lectures. The certificates which are 
issued to institute members which have 
passed examinations are highly 
prized because of the importance which 
practical bankers now attach to this di- 
ploma. Another illustration of the effective 
work accomplished is offered by the numer- 
ous promotions and election to junior ex- 
ecutive offices by institute graduates. 

The Salt Lake City 
characterized by an earnest and progres- 
sive spirit. Addresses of were 
delivered by the Governor of the State, 
the Mayor of Salt Lake City and in behal! 
of the bankers by W. S. McCornick. 
roll Pierce, chajrman of the 
committee of the institute, responded to 
Greetings were 
received from General 
Fred E. Farnsworth of the American 
Bankers’ Association. The annual ad- 
dress by the president of the institute, Ray- 
mond B. Cox, who is assistant cashier of 
the Fourth National Bank of New York 
City, was a masterly exposition of the work, 
the aims and ideals of the organization. 

A number of interesting addresses were 
delivered during the convention proceedings. 


specified 


convention at was 


welcome 
Car- 
executive 


the addresses of welcome. 


also Secretary 


Byron W. Moser, who is manager of the 
publicity department of the St. 
Union Trust Company of St. Louis, 
president of the. institute. 
name presented by the St. Li 
Chapter of which he 
two terms. It is of 
Mr. Moser is the 
institute 


Louis 
Was 
His 


U1S 


elected 
Was 
president for 
interest to note that 
third member of the 

been selected for 
president and who have been associated with 
trust companies, namely F. A. Crandall, who 
at the time of his election was with the 
Merchants Loan & Trust Company of Chi- 
cago and Franklin L. 
sociated with the Mercantile Trust Company 
of St. Louis. 


was 


who has 


Johnson who is as¢ 


Byron W Moser 

PUBLICITY MAN AGER SF. 
COMPANY, WHO HAS BEEN 
DENT OF THE AMERICAN 

OF BANKING 


Moser has shown 
worker in the 
American Institute of 
native of St. Louis and received his edu- 
cation in the public schools of that city. 
He has been in the employ of the St. Louis 
Union Trust Company for eight years. As 
chairman of the Press and Publicity Com- 
mittee of the Institute Mr. Moser has ac- 
complished very effective work. 


LOUIS UNION TRUST 
ELECTED PRESI- 


INSTITUTE 


Mr. 


zealous 


himself to be a 
interests of the 
Banking. He is a 
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Tne New York Trust 


ComMPANY 
26 BROAD STREET 


NEW YORK 


Capital, $3,000,000 Surplus and Profits, $11,500,000 





OTTO T. BANNARD, President 
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HERBERT W. MORSE, Secretary H. WALTER SHAW Secretaries 
JAMES DODD, Treasurer MONTROSE STUART J 
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OTTO T. BANNARD CHARLES W. HARKNESS JOHN S. PHIPPS 

S. READING BERTRON F, N. HOFFSTOT E. PARMALEE PRENTICE 
JAMES A. BLAIR ARTHUR CURTISS JAMES EDMUND D, RANDOLPH 
MORTIMER N. BUCKNER FREDERIC B, JENNINGS NORMAN B,. REAM 
JAMES C. COLGATE WALTER JENNINGS DEAN SAGE 

ROBERT W. de FOREST CHAUNCEY KEEP B. AYMAR SANDS 

JOHN B. DENNIS DARWIN P. KINGSLEY JOSEPH J. SLOCUM 
ELBERT H. GARY JOHN J. MITCHELL JOHN W. STERLING 





JOSEPH P. GRACE JAMES PARMELEE JAMES STILLMAN 
BENJAMIN S. GUINNESS GEORGE W. PERKINS MYLES TIERNEY 






Member of the New York Clearing House Association 


OR A ATL A EN 


aren 


ee 
ERECT 


eee ae 
Ce ~~ SET CS 


ae 


See 


| 









































SS Ce ee ee 


on A) BEER 


Po 


TRUST COMPANIES 














Legal Discussion and Decisions 


RELATING PARTICULARLY TO TRUST COMPANIES 








Edited by FRANK C. McKINNEY, of the New York Bar 


| LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. CAREFUL ATTE NTION WILL BE GIVEN TO QUERIES OF A LEGAL 


NATURE, ARISING OUT OF THE CONDUCT OF THI 


SUBSCRIBERS ARE CORDIALLY INVITED TO AVAIL 


DUTY OF TRUSTEES OF INSOLVENT SAVINGS 
BANK 


In the recent case of Smith vs. Fuller (99 
N. E. Rep. 214), decided by the Supreme 
Court of Ohio, the duties of trustees with 
respect to deposits of trust funds were dis- 
cussed at length. 

Certain trustees were engaged in winding 
up the affairs of an insolvent company. In 
the course of their duties as trustees they 
received over $7,000 which they deposited in 
the East Side Bank. The deposit was made 
in their names as trustees; was not subject 
to check, and was payable upon the return 
ot the certificate of deposit. The East Side 
Bank in which this money was deposited 
failed before the money was withdrawn, 
but at the time of its failure it had in its 
vaults $11,000, and at all times during the 
time of the deposit had had more than 
$7,000 on hand. 

The question was whether or not the 
claim of the trustees against the insolvent 
East Side Bank was a preferred claim or 
whether they were compelled to share equally 
with the general creditors. The lower 
courts decided that it was simply a case of 
general deposit; that the relation of debtor 
and creditor existed between the bank and 
the trustees and that consequently, the trus- 
tees had no preference in the fund remain- 
ing in the defunct bank. But the claim of 
the trustees was that the bank officers being 
aware of the fact that they were receiving 
on deposit trust money were bound to know 
that the trustees had no power to contract 
with the bank and assume the relation of 
debtor and creditor; that while they might 
deposit trust money in the bank for safe 
keeping, such deposit would become a bail- 
ment and not a loan. 

After reviewing the authorities as to the 
character of deposits made by trustees, the 
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THEMSELVES OF THESE F ACILITIES. | 


court decided that in a case similar to the 
one at bar a trustee had no right to make 
a general deposit of trust funds, since this 
amounted to an improper loan by trus- 
tees. Since the fund was clearly designated 
as held by trustees and had the character 
of a trust stamped upon it, and since the 
bank knew of this fact and always had on 
deposit a sum more than equal to the 
amount of the trust fund, the trustees were 
entitled to a preference over the general 
creditors in the distribution of the assets 
of the insolvent bank. In speaking of the 
duty of the trustees in such cases Judge 
Spear said: 

“The trustee is bound to protect the trust 
property in every reasonable manner. He 
must use due diligence to obtain possession 
of it, and retain it securely under his own 
control. He cannot divest himself of the 
trust by conveying or assigning the property 
to third persons save where the trust is for 
the purpose of sale, or other disposition. 
The main duty in the present instance, there- 
fore, was to get hold of the assets, reduce 
them to money, and under the direction of 
the court apply the money so collected, after 
payment of expenses, to the satisfaction of 
the claim of creditors of the insolvent com- 
pany. 

“It cannot, we think, be seriously con 
tended that the trustees had, in the proper 
discharge of their duties as such, the right 
or power, by express contract, to create the 
relation merely of debtor and creditor; that 
is to loan out the trust funds.” 


CONTRACT TO MAKE A WILL 
A fruitful source of litigation is the fre- 
quent claim that a testator has entered into 
a contract to make a will leaving his prop- 
erty in a certain way. The question arose 
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recently in the case of Haubrich vs. 
brich (136 N. W., Rep. 1025). 

The plaintiff was the step-son of the tes- 
tator. He claimed that his _ step-father 
agreed to leave all of his property to him 
if he would continue to live with him and 
give him his services and care for him as a 
son would for a father. It appeared that 
the plaintiff did live with the testator and 
care for him, but it also appeared that the 
testator had, during the later years of his 
life, given the plaintiff sums of money 
to $1300. In sustaining 
the judgment of the lower court that the 
plaintiff had not established a clear and spe- 
cific contract, the Supreme Court of Minne- 
sota stated the general rules of 


Hau- 


amounting in all 


law appli- 
cable to such cases. 

\ party to a contract 
self to make his 


to give specific 


obligate him- 
certain 
property at his 
particular persons; but courts 
full and specific proof of such contracts 
and of the fairness of the transaction. If 
the contract is oral and its subject matter 
iand, equity will decree specific performance, 


may 
will in a way, or 
death to 
will require 


if there has been such part performance as 
will take an oral agreement to convey land 
out of the statute of frauds. Specific per- 
formance will not be enforced where the 
consideration for the contract is labor and 
which may be estimated and their 
value liquidated in money; but where the 
consideration is that the promisee shall as- 
sume a peculiar and distinct relation to the 
promisor, and the such a 
character that it is practically impossible to 
estimate their value in money, specific per- 
formance will be decreed. 


services 


services are of 


MEASURE OF DAMAGES FOR BREACH OF 
CONTRACT IN SALES OF CORPORATE STOCK 


In case of a failure to deliver personal 
property in accordance with the terms of 
a contract of sale, the general rule for meas- 
uring damages is that damages are deter- 
mined by the value of the property at the 
time it was to have been delivered. But the 
rule differs in the case of breach of contract 
in the sale of stock. 

In Vos ws. Child, Hulswit & Co. (137 
N. W. Rep.), recently decided by the Su- 
preme Court of Michigan, the plaintiff pur- 
chased stock of the defendant company on 
the 12th day of March, 1909. The stock ad- 
vanced the next day and the defendant re- 
fused to deliver it unless the plaintiff paid 
the advanced price. The controversy con- 
tinued until March 31, when the plaintiff 
demanded his money or the stock. The cor- 
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poration returned the money and the plain- 
tiff immediately sued for damages, claiming 
the right to recover the highest price which 
the stock had reached within a reasonable 
time after the sale. The defendant asserted 
that the measure of damages was the differ- 
ence in value between the contract price and 
the price which the stock reached the next 
day when it refused to deliver. 

Had the general rule of damages, applic- 
able to personal property been enforced, 
this would been the method of esti- 
mating the plaintiff's claim. But the court 
decided, in accordance with the well recog- 
nized exception in stack that the 
measure of damages was the highest market 
value which the stock attained between the 
time when the contract required its sale or 
delivery and a reasonable time thereafter, 
to enable the owner to put himself in statu 
quo. In other words, stock is subject to 
fluctuations in market value, and the risk 
during the time which the owner employs 
in obtaining his property should be assumed 
by the one who is guilty of wrong. Other- 
wise the wrong doer could speculate at the 
expense of the victim. 


have 


sales, 


DOMICILE DEFINED 


In the probate of wills and the administra- 
tion of estates the question of domicile fre- 
quently becomes of great importance. Out- 
side of the mere determination of the right 
of residents or non-residents to act as ad- 
ministrators, as in the recent settlement of 
the Arbuckle estate, the law which applies 
often depends upon the domicile of the 
testator. A recent interesting decision deal- 
ing with this question is United States Trust 
Company vs. Hart (150 App. Div. 413), de- 
cided by the New York Appellate Division. 

The testator, Hart, was born in Virginia 
in 1837, and lived there until 1859, when he 
came to New York with his mother and 
father. Shortly after the death of his 
mother in 1878, he took up his residence at 
the Manhattan club in which he retained his 
membership until his death. He was ac- 
tively engaged in business in New York, 
making frequent trips abroad, until 1880. 
From 1880 until his death he spent most of 
his time in Paris where he had a residence 
and where he was a member of the “Ameri- 
can Colony.” In 1883 he obtained a divorce 
from his wife in New York and in 1893 he 
adopted a child, one of the defendants, in 
New York. Although he expressed his 
preference for the life in France and often 
called that country his home, he sometimes 


voted in New York, never renounced his 
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citizenship and kept all of his property in 
New York with the exception of his house 
and furniture in France. His will was writ- 
ten in accordance with the law of New 
York and he selected the plaintiff trust com- 
pany, a New York corporation, as the execu- 
tor of his will. Furthermore, he gave the 
trust company power to invest in bonds and 
mortgages on improved real estate in the 
city of New York. 

Relying upon the rule that domicile is de- 
termined by the intention of a person and 
not necessarily by residence, and that the 
burden of proof rests upon the party who 
alleges a change of domicile, the court de- 
cided that the testator was still domiciled 
in New York, and that his will should be 
construed and the property distributed in 
accordance with the laws of New York. 

This and similar decisions are important 
in communities like New York and Chicago 
where the commuter class is large and 
where a man may have a residence in one 
State during part of the year and in an- 
other during the remainder of the year. 


Bankers’ Trust Company of Houston, Tex. 


The annual stockholders’ meeting of the 
Bankers’ Trust Company of Houston, 
Texas, was held September 3, 1912. At this 
meeting the following directors were elected 
for the third year term: J. S. Rice, R. E. 
Brooks, J. O. Ross, R. M. Farrar, Frank 
Andrews, M. M. Graves, J. S. Bonner and 
Tom M. Taylor. 

Following the stockholders’ meeting, the 
directors met and elected the following offi- 
cers for the ensuing year: Jesse H. Jones, 
chairman of board; J. S. Rice, president; 
Tom M. Taylor, vice-president; N. E. 
Meador, vice-president; C. M. Malone, sec- 
retary; F. J. Heyne, treasurer and cashier; 
Burke Baker, bond officer; Wm. Malone, 
real estate officer; Andrews, Ball & Street- 
man, counsel. 

By the action of the board $100,000 was 
carried to surplus, increasing this fund to 
$600,000. The statement of earnings from 
September 1, t91r, to August 31, 1912, 
showed net profits of $274,582. The report 
of condition of business at the close of 
business August 31, shows total resources 
of $4,507,304, including loans and _ dis- 
counts of $1,805,390, bonds and stocks $2,- 
317,850, cash and due from banks $300,464. 
The capital stock is $2,000,000, surplus and 
profits $912,091, trust funds $877,534, certifi- 
cates of deposit $580,981 and demand de- 
posits $53,787. 





Eleventh Annual Meeting of the Savings 
Bank Section 


Keen interest was manifested in the ses 
sions of the Savings Bank Section of the 
American Bankers’ Association at Detroit, 
Sept. 11-12. Following the invocation and 
greetings the president of the Section, Mr. 
\lfred L. Aiken of Worcester, Mass., pre 
sented a summary of the various activities 
and work accomplished during the past year. 
The report of the Executive Committee was 
presented by the chairman, J. F. Sartori- 
president of the Security Trust & Savings 
Bank of Los Angeles, Cal. E. G. McWil- 
liams, as secretary, presented his annual re 
port Then followed reports by various 
committees. The session was concluded 
with an address by Theodore L. Weed, 
director of the Postal Savings Bank System 
of the United States, on “The Postal Sav- 
ings Bank and the Banks.” 

The second and closing session of the 
Savings Bank Section was held Thursday 
morning Sept. 12, with President Aiken in 
the chair. Valuable suggestions were con- 
tained in a report presented by V. A. Lers 
ner of Brooklyn in behalf of the Committee 
on Methods and Systems. Mr. Lersner de- 
voted particular attention to the plans for 
the forthcoming Savings Bank Centennial in 
1916, the mechanical methods employed by 
savings banks in handling everyday business 
and the campaign of education to inculcate 
habits of thrift and saving among the people 
which was recommended by the Executive 
Council of the American Bankers’ Associa 
tion. 

Especially timely and instructive was the 
address by Edwin Chamberlain, president of 
the San Antonio Loan & Trust Company of 
Texas on “European Land and Rural Credit 
Facilities.’ Mr. Chamberlain was commis 
sioned by the Executive Council of the 
American Bankers’ Association at the Briar 
cliff meeting to visit Europe and study the 
methods employed in Germany and France 
The address was therefore of exceptional 
value and contained many practical sugges 
tions. Mr. Chamberlain particularly com- 
mended the methods of land credit ex- 
tension and co-operation existing in Ger- 
many and France. Another excellent ad- 
dress was that delivered by John J. Pul- 
leyn, Comptroller of the Emigrant In- 
dustrial Savings Bank of New York City 
on “The Savings Bank and the Commun- 
ity.” This was followed by discussion of 
various topics, election of officers and ad- 
journment. 
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Bonds for Investment 


We own at all times an extensive list of conservative bonds yielding as high a 
return as is consistent with safety of principal. At the present time we have 
on our list and are offering over two hundred issues of railroad, municipal and 
public utility corporation bonds for investment, yielding from 4% to over 5%. 


We invite correspondence and upon request shall be glad to send our 
circular describing a large number of attractive investment issues. 


Harris, Forbes & Company 


Successors to N. W. Harris & Co., New York 
Pine Street, Corner William 


NEW YORK 


Harris Trust & Savings Bank 
Bond Department 


CHICAGO 


N. W. Harris & Company 


Incorporated 


BOSTON 











National Association of Supervisors of 
State Banks 


Unusually successful meetings were held 
by the National Association of Supervisors 
of State Banking during convention week in 


Detroit. The first session was held Mon- 
day, Sept. 9, and was devoted largely to 
welcome addresses and reports. At the 


Tuesday morning session there were ad- 
dresses by Hon. Clark Williams, President 
of the Windsor Trust Company of New 
York City, formerly New York State Super- 
intendent of Banks; by Bank Commissioner 
E. H. Doyle of Michigan on “Duties of a 
Bank Commissioner” and by Banking Com- 
missioner R. M. Scammon of New Hamp- 
shire on “Certified Assets.” 

\t the afternoon session the address 
related to the duties of examiners in con- 
nection with boards of directors and rela- 
tionship between the cashier and board of 
directors. 

At the Wednesday, Sept. 11, session there 
were papers by the Assistant Bank Com- 
missioner of Oklahoma on “The Bank De- 
posit Guaranteé System” and by Bank 
Commissioner T. J. Smith of Kentucky on 
“Why Should Banks Be Under State 


Supervision.” Then followed various re- 
ports, election of officers and adjournment. 
It was decided that hereafter the Na- 
tional Association of Supervision will hold 
their annual meetings independent of the 
dates and place of American Bankers’ As- 
sociation. It was voted to hold next year’s 
meeting in St. Paul. Officers elected were: 
President, R. M. Scammon, Concord, New 
Hampshire; first vice-president, E. H. 
Doyle, Detroit; second vice-president, B. 
L. Gill, Austin, Texas; third vice-presi- 
dent, F. E. Baxter, Lima, Ohio; secretary- 
treasurer, Kelsey Chase, St. Paul, Minn.; 
chairman of the executive committee, 
William Wright, Salem, Oregon. 





Merchants Loan & Trust Company 

The Merchants Loan & Trust Company of 
Chicago renders an excellent statement as 
of September 5, 1912. The aggregate re- 
sources are $68,822,677, including loans and 
discounts of $33,013,791, bonds and mort- 
gages of $10,527,540, due from banks and 
bankers $15,603,315, cash and checks for 
Clearing House $9,678,030. The capital 
amounts to $3,000,000, surplus fund to $6,- 
000,000 and undivided profits $649,802. The 
total deposits are $59,057,71T. 
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Our LISTS 


contain a variety of selected bonds legal in one or more States for the invest- 
ment of Trust funds. Wide experience and specialized study have developed 
this branch of our business. 


Suitable for the large body of individual investors whose funds are unrestrict- 
ed, we offer bonds of equal safety and marketability with higher yield. 


Correspondence invited. Booklet Q70 on request. 


N. W. Halsey & Co. 


49 Wall Street, New York 
PHILADELPHIA CHICAGO SAN FRANCISCO LONDON GENEVA 








ESTABROOK & Co. 
BANKERS 


NEW YORK, 24 Broad Street BOSTON, 15 State Street 


Members of the New York and Boston Stock Exchanges. Private Wire. 


Legal investments for Savings Banks and Trustees, yielding 
from 4% to 4.25%. 
High grade railroad, municipal and corporation bonds for 
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institutions and investors, yielding from 4.25% to 514%. 


WRITE FOR FULL PARTICULARS 


BALTIMORE, 131 East German Street CHICAGO, The Rookery 
HARTFORD, Connecticut Mutual Building 
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Guaranty Trust Company to Absorb 


merger, definite announcement has 
made of the completion of plans by which 
the Guaranty Trust Company of 
York City will absorb the Standard 
Company The directors of both 


the stockholders of the respective trust com- 


present holdings. The stock of the 
anty Company, as already announced, is to for representation 
be increased from $5,000,000 to $10,000,000. 
Of the additional $5,000,000 80 per 
or $4,000,000, will be offered at par to the ters until 
company’s stockholders; $500,coo will be 
offered to Standard Trust stockholders on 
the basis of one share of the new stock Liberty Street, which it is expected will be 
for two shares of the $1,000,000 Standard 
Trust stock, as already noted, and the re 


As a result of this merger, the 
anty Trust Company will still further em- 
phasize its distinction as the largest trust 


Bankers’ Trust Company. The surplus and 
undivided profits of the Guaranty 
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SECURITY AND SERVICE 


ative Baskiog slog (CORN EXCHANGE 


in the confidence of the NEW YORK CITY 
public; alsoin capacity ESTABLISHED 


1853 


serve our customers. Capital and Surplus - - - $ 8,000,000.00 
$56,413 5,000.00 


$22,471,000. 


resources of 


Attention of Officers 
given to individual 
requirements of each 
depositor. We solicit 
your business and 
would be particularly 
pleased to have a per- 
sonal interview with 
WN 6a ae ee 


Company, reported as of September 9, ag- 
The Bankers’ Trust 
\s a culmination of frequent rumors of Company reported on June 14 surplus and 
profits of $15,896,000, and gross 
$204,598,000. The Guaranty 


New Trust Company according to the latest of- 


Trust ficial statement 
insti- of $241,091,000. 
tutions have ratified the merger plan and The 


Trust Company 


will re- William C. 
ceive one share of new Guaranty 


$20,854,788 
638,000. 


Company 


Standard 
ganized in 
panies will be asked at special meeting to ficial 
be held about October 1 to formally approve — stock 
of the profits 
Guaranty Trust Company have also decided 
to double the capital stock by increasing it 
from $5,000,000 to $10,000,000. Under the $176,000,000 deposits of the Guaranty Trust 
plan of the merger, the Standard 


will 


will 


interests. 


aggregate resources 


Company was or- 
1898, and according to the of- 
statement 
of $1,000,000, 


14 has a capital 


surplus and undivided 
of $1,380,580, aggregate deposits of 
and 
It is 


resources of $23, 
therefore expected that the 


increased by the merger 
Company will declare a cash dividend of to the extent of an additional $20,000,000. 
Lane is president of the Stand- 
Trust ard Trust Company. 
their provision 
Guar directors of the 


is understood that 
on the board of 


Guaranty Trust Company 
the Standard Trust 
The business of the 


cent., latter will be conducted at the present quar- 


be sold’ pany 
to the best advantage of the consolidated Frank 
institution. The rights to Guaranty Trust 
stockholders, on the basis of $1,070 a share 


completed 

The officers of the Standard Trust Com- 
William 
K. Sturgis, 


are: 


at the 


The Guaranty 
ganized in 1891, and in June, 1910 absorbed 
Its capi- the Morton Trust Company and the Fifth 
tal of $10,000,000 will equal that 


the 


~arly in 


Guaranty Trust Company 
moves into its new building in course of 
erection 


of Broadway and 


Lane, president; 


vice-president; James 
M. Pratt, vice-president; William C. Cox, 
vice-president; 


M. F. Miller. 


present treasurer; Charles Billings, secretary; 
E. Brainerd Bulkley, assistant secretary; 
Guar- Zelah Van Loan, assistant secretary. 


Company was or- 


of the Avenue Trust Company, when the capital 


Trust undivided 





profits 


was increased to $5,000,000 and surplus and 
$18,000,000. 
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H. WARD FORD 


JAMES GAYLEY 
AUGUST HECKSCHER 
ALFRED W. HUDSON 


1% CHARLES B. ALEXANDER 
: AUGUST BELMONT. Jr. 
STEPHEN N. BON 
i VERNON C. BROWN 


FREDERICK L. ELDRIDGE 
Vice-President of the Company JOHN H. STORER 





SERVICE 


Businesslike, Efficient and Courteous is Essential to Success 


Windsor Trust Company 


CLARK WILLIAMS, President 


affords to correspondents due accommodation and to 
their interests the active personal attention of its Officers. 


DIRECTORS 
New York CHARLES MACVEAGH, Stetson, Jennings & Russell 


August Belmont & Co. ROBERT H. McCURDY McCurdy, Henderson & Co 


Bond & Goodwin JOHN MARKLE Anthracite Coai Operator 


FRANK O. BRIGGS, Direas. Roebling Construction Co. A. GORDON NORRIE New York 
Vernon C. Brown & Co. CHARLES A.OTIS Otis & Hough, Cleveland, Ohio 
ALONZO N. BURBANK Pres. International Paper Co. HENRY T. OXNARD American Beet Sugar Co 


JAMES A.BURDEN President Burden Iron Works ROBERT P. PERKINS Pres. Hartford Carpet Cor. 
EMORY W. CLARK Pres. First National Bank, WILLIAM LOWELL PUTNAM 


Detroit, Mich. Putnam, Putnam & Bell, Boston 
HENRY T. SCOTT San Francisco 


Wood-Harmon Realties Corporations 


Pres. First National Bank, Morristown, N. J. ARTHUR TURNBULL Post & Flagg 


New York CORNELIUS VANDERBILT New York 


New Jersey Zinc Co. CHARLES D. WETMORE Warren & Wetmore 
Vice-Pres. of the Company EGERTON L. WINTHROP, Jr. Winthrop & Stimson 
CLARK WILLIAMS, President of the Company 


Downtown Office 65 Cedar Street 
Uptown Office Fifth Ave. and 47th Street 


NEW YORK, N. Y. 
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J. HERBERT CASE 


New York 


JAMES W. JACKSON 


HENRY A. McGEE 


Organized in 1902— 


Executor of the Jesse Hoyt Estate, New York 
EDWARD H. LADD, Jr. 





The Plainfield Trust Company 


Plainfield, N. J. 


now the largest financial institution in Plainfield 


OFFICERS 
O. T. WARING, President J. H. CASE, Vice-President 
A. V. HEELY, Vice-President H. H. POND, Secretary & Treasurer 
HENRY A. McGEE, Vice-President DeWITT HUBBELL, Asst. Secretary-Treasurer 


DIRECTORS AND THEIR CONNECTIONS 
HARRY H. POND 


Vice-President, Franklin Trust Co., Brooklyn Secretary & Treasurer 
FREDERICK GELLER ‘ : 

Attorney & Counsellor-at-Law, New York Attorney & Counsellor-at-Law, New York 
AUGUSTUS V. HEELY, 

Vice-President, The Farmers’ Loan and Trust Co., 


CHARLES A. REED, 


ISAAC W. RUSHMORE, 

Dairy Products, New York 
FRANK H. SMITH 

Register of Union County, Elizabeth, N. J. 
SAMUEL TOWNSEND 

President, Peoples National Bank, Westfield, N. J 
Cc. B. TYLER 


Ladd & Wood, Bankers, New York Tyler & Tyler, Attorneys, New York 
CHARLES W. McCUTCHEN Lewis E. WARING 
Holt & Co., Commission Merchants, New York Edward Sweet & Co., New York 


ORVILLE T. WARING 


Standard Oil Co. of New-York, N. Y. Standard Oil Co. of New Jersey, New York 


RESOURCES $4,500,000.00 
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THE ADVANCE MADE IN PROTECTION OF BANK CHECKS 


GEORGE M. LA MONTE, President George La Monte & Son 


Every one who is familiar with bank- 
ing conditions in the United States must 
realize to what proportions the use of 
bank checks has grown during the past 
few years. Not only has the number of 
banks in existence in this country in- 
creased very largely but the use of the 
check by the everyday man and woman 
has increased in a much larger propor- 
tion. 

The competition among banks for busi- 
ness has caused them to explain to pos- 
sible depositors the advantages of the 
check system, so that the carrying of 
actual money has been discouraged and 
the pocket check book has in thousands 
of cases taken the place of the bank-roll. 

The freer use of checks at first exposed 
both the depositor and the bank to a new 
peril. It did not take the crook long to 
realize that here was a virgin field for 
his operations. Slips of paper represent- 
ing millions of dollars were put into cir- 
culation, the value of which was only pro- 
tected by a few strokes of a pen in writ- 
ing ink. 


would decorate the surface of the paper 
and at the same time be sensitive to acid 
treatment. Skillful mechanics put upon 
the market various kinds of bank punches 
and stamps, all of which looked to the 
protection of the depositor. 

Those who have given this matter the 
most careful attention have come to the 
conclusion that the basis of all safeguards 
should be the use of a safety paper, pro- 
vided that such a paper could be pro- 
duced which would be at once distinctive 
in its appearance and at the same time 
absolutely protective in its character. The 
value of the distinctive appearance being 
that the consumer, when once he became 
familiar with it, could ever after, for all 
time, be assured that he was receiving 
genuine protection and thus be protected 
against imposition. 

It was also early recognized that as far 
as inks were concerned the user of the 
check could not always be assured that he 
was using a safety ink, no matter how 
valuable such ink. Nor is it possible for 
everyone who draws a check to always 
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Almost a generation ago, Mr. Williams, 
who was then president of the Chemical 
National Bank, pointed out to the bank- 
ing fraternity this danger and advocated 
the use of additional protections in order 
that these securities might always be 
worth their face value and no more than 
their face value. At once, chemists both 
at home and abroad applied their ingenuity 
to treating paper fibres in such a way that 
attempted alterations would be evident. 
Manufacturers of printing ink exhausted 
their skill in trying to produce inks which 





have a bank punch at hand, whereas it is 
possible for banks to always supply their 
customers with checks upon a _ safety 
paper. 

About forty years ago a paper answer- 
ing these requirements was put upon the 
market and has continually grown in 
favor from that time until this. This is 
the National Safety Paper and it is at 
the present time the recognized standard 
of security throughout the world and its 
use is largely responsible for the decline 
of the forger. 
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New York City 


Advancing Money Rates and the Irresistible 
Upward Turn in Business 


Above the discordant clamor of the poli 
ticians and of the respective contestants in 
the Presidential marathon there may be 
clearly distinguished the strident, inspirit- 
ing note of business and industrial revival 
Every city, town and signal station hamlet 
is becoming infected with a healthful, pro- 
gressive spirit which should put to shame 
the malcontents, the gloomy critics of Ameri- 
can business and political ideals. For near- 
ly half a decade the lawmakers of States 
and the National, the countless State com- 
missions for the regulation of every kind 
of corporate endeavor, the Interstate Com- 
merce Commission and the courts have 
combined their influence to arrest the natural 
growth of this country. Self-appointed 
champions of the people’s rights have at- 
tacked big business with holy zeal in an ef- 
fort to upset economic laws and logical co- 
operation. A vast number of new laws have 
been enacted to hasten the millenium in 
business and social progress. Still human 
nature remains the same; the fundamental 
principles which govern supply and demand, 
regulate prices, make for elimination ef 
waste and ruinous competition continue as 
heretofore without regard to the man-made 
decrees written in statute books. In the 
face of enormous crops, record breaking 
production of steel and iron, ample oppor- 
tunity for employment of both brain and 
brawn, the fanciful forebodings of our po- 
litical prophets who would make us _be- 
lieve the constitution is crumbling, that busi- 
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ness methods and political institutions are 
honeycombed with corruption, all sound like 
the croakings of swamp vermin. 

Unless all harbingers of business and 
trade are misleading the statement can now 
be made for the first time in five years 
with every assurance that this country is 
about to enter upon a period of genuine 
prosperity. It is not the inflated kind, based 
on speculation, watered stocks, overextension 
of credits and bold adventure. It is real; 
the kind that springs from the soil and is 
founded on material wealth, quickened en- 
terprise and unbounded natural resources. 
In no country in the world is labor in such 
demand or does it command such generous 
portion of gross earnings than in the United 
States. Despite all that is said about the 
blighting influence of our giant corpora- 
tions they are just now the forces which 
make for real progress. Dissolution of such 
corporation units fails to destroy the essen- 
tial principle of co-operation which has 
rendered our industrial and-business sys- 
tems such factors in our national develop- 
ment 

Every State and section of the coun- 
try is now joining in the swelling chorus oi 
improvement. The unadorned _ statistica 
tables, trades and mercantile agency re- 
ports all interpret this encouraging melody. 
The money markets which are the most 
sensitive and trustworthy barometers of 
business conditions clearly reflect the re- 
vival in business. From all cities, large 
and small, the reports show that money 
rates are gradually hardening; that funds 
are in demand to finance new industrial and 
trade projects, to purchase building materials 
and pay labor, or to prepare for the move- 
ment of the bountiful crops. What is most 
significant is that speculative influences 
have nothing to do with the advance in 
money rates. In this city the Stock Ex- 
change presents a somewhat lame excuse for 
existing with the activities confined to a 
handful of professionals. Up to the middle 
of August money has been more or less of 
a drug on the market. It only needed the 
action of the Bank of England in raising 
its discount rate from 3 to 4 per cent. to send 
up the call money rate with a brisk demand 
ior time loans on the highest basis this 
year. Banks and trust companies have 
been at a disadvantage in paying 2 per 
cent. or more for deposits, adding % per 
cent. for reserve account and % per cent. 
for expenses and endeavoring to make de- 
posits profitable with money commandjng 
only 3 per cent. 
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THE 





SEABOARD 


National Bank of the City of New York 


cordially and earnestly solicits accounts, active or dormant, from trust companies throughout the 
United States. Interest allowed. Its solicitation is based upon conservatism, service in all banking 
lines, excellent facilities, and the fact that its officers give their personal attention to all accounts. 


CAPITAL - - One Million Dollars 


Drain on Bank Surplus Reserves 

The feature of the weekly statements of 
the New York Clearing House has been the 
heavy demands upon surplus reserve ac- 
counts. For the week ending August 24 
the Clearing House banks showed a loss of 
$7,475,000 in specie and legals. For the 
week ending August 31 there was another 
loss of cash to the amount of $12,179,000, 
reducing the amount of surplus reserve in 
excess of legal requirements to $4,553,150. 
It is significant that the drain of cash falls 
almost entirely upon the banks inasmuch as 
the trust companies continue to show slight 
gains in specie and legal tender. 

These decreases in cash are due to pay- 
ments to the Sub-Treasury shipment of 
funds to interior banks, Canadian with- 
drawal of gold and for financing the Sep- 
tember interest and dividend requirements 
amounting to $111,000,000. The following 
table shows the changes in the weekly state- 
ments of Clearing House banks and the 
trust companies: 
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Loans and 
Deposits Investments Cash 
Aug. 3 $1,312,384,700 $1,191,569,500 $134,761,000 
Aug. 10... 1,298,955,800 1,183,346,900 135,153,900 
Aug. 17. 1,298,343,200 1,184,547,000 33,262,100 





1 
Aug. 24... 1,292,797,200 1,184,925, 100 134,258,900 
Aug. 31. 1,289, 106,900 1,184,528,200 134,763,500 
Sept. 7... 1,279,374,700 1,186,690,200 137,232,800 
Sept.14 .. 1,256,655,200 1,173,550,900 136,452,500 
CLEARING HOUSE BANKS* = (Actual Condition) 
Net Deposits Loans Cash 


Aug. 3... .$1,904,627,000 $2,040,071,000 $448,681,000 





Aug. 10. 1,908,521,000 2,041,026,000 450,525,000 
Aug. 17. 336 2,042,281,000 451,704,000 
Aug. 24. 2,040,835,000 444,229,000 


Aug. 31... 1,911,841,000  2,050,205,000 432,050,000 
Sept. 7... 1,872,724,000  2,022,189,000 421,705,000 
Sept. 14... 1,836,301,000  1,994,754,000 414,497,000 

* Including Trust Company Members. 

According to the weekly statement end- 
ing August 31, the 16 trust companies which 
are members of the Clearing House Asso- 
ciation have total deposits of $493,654,000 
and have on deposit with Clearing House 


SURPLUS (earned), Two Million Dollars 








members carrying 25 per cent. cash reserve 
an aggregate of $62,846,000. 


New Laws Affecting Banks and Trust 
Companies 
At the last session of the New York legis- 


lature laws were passed, protecting banks 
and trust companies against false statements 
and credit reports, which went into effect 
September 1. These laws are as follows: 

1. Any person who shall knowingly make 
or cause to be made, either directly or in- 
directly, or through any agency whatsoever, 
any false statement in writing, with intent 
that it shall be relied upon, respecting the 
financial condition, or means or ability to 
pay, of himself, or any other person, firm 
or corporation, in whom he is interested, 
or for whom he is acting, for the purpose 
of procuring in any form whatsoever, either 
the delivery of personal property, the pay- 
ment of cash, the making of a loan or credit, 
the extension of a credit, the discount of an 
account receivable, or the making accept- 
ance, discount, sale or endorsement of a 
bill of exchange, or promissory note, for the 
benefit of either himself or of such person, 
firm or corporation; or 

2. Who, knowing that a false statement 
in writing has been made, respecting the 
financial condition or means or ability to 
pay, of himself, or such person, firm or cor- 
poration in which he is interested, or for 
whom he is acting, procures, upon the faith 
thereof, for the benefit either of himself, 
or of such person, firm or corporation, either 
or any of the things of benefit mentioned 
in subdivision one of this section; or 

3. Who, knowing that a statement in writ- 
ing has been made, respecting the financial 
condition or means or ability to pay, of him- 
self, or such person, firm or corporation in 
which he is interested, or for whom he is 
acting, represents on a later day, either 
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BROADWAY ‘TRUST COMPANY 


754 BROADWAY Corner Eighth Stree NEW YORK CITY 


FLATBUSH OFFICE 
839 Flatbush Avenue, Brooklyn 


NEW UTRECHT OFFICE 
New Utrecht Ave. and 54th St., Brooklyn 


CAPITAL AND SURPLUS, $1,500,000 
Member of New York Clearing House Association 


OFFICERS 


FREDERIC G. LEE. 

M. M. BELDING, JR. 
ALEX. C. SNYDER ‘ 
HARRISON S. COLBURN 
JOHN W. H. BERGEN 


. President 
Vice-President 
Vice-President 
Vice-President 

Secretary 


JOHN WILLIAMS _. 
FRANKLIN SCHENCK 
LOUIS S. QUIMBY 
JOHN EGOLF . 

FRED A. LIPPOLD, JR 


; Treasurer 
Ass’t Secretary 
Ass’t Secretary 
Ass’t Secretary 
Ass’t Secretary 


DIRECTORS 


F. A. M. BURRELL 

M. M. BELDING 

M. M. BELDING, JR. 
EUGENE S. BENJAMIN 
IRA LEO BAMBERGER 
WM. C. BREED 
JAMES CLARKE 
JAMES COCHRAN 





orally or in writing, that such statement 
theretofore made, if then again made on said 
day, would be then true, when in fact, said 
statement if then made would be false, and 
procures upon the faith thereof, for the 
benefit either of himself or of such per- 
son, firm or corporation, either or any of 
the things of benefit mentioned in subdivi- 
sion one of this section, 

Shall be guilty of misdemeanor and pun- 
ishable by imprisonment for not more than 
one year or by a fine of not more than one 
thousand dollars, or both fine and imprison- 
ment. 


New York City Revenue Bonds 


Comptroller Prendergast has placed a 
large block of New York City revenue 
bonds, amounting to $10,000,000 to mature 
from November 15 to November 30. Part 
of this total was taken by New York in- 
stitutions and the balance was placed in 
Europe, where New York City revenue 
bonds are quite popular with investors, es- 
pecially at London and Paris. It is said 
that the exchange against European partici- 
pation was sold at 4.8730, which is a good 
price for a period so close to a large sup- 
ply of commercial exchange to be derived 
from the exports of cotton and grain. 


WARREN CRUIKSHANK 
M. J. DRUMMOND 
EMANUEL GERLI 
ROBERT L. GERRY 
WALTER M. GLADDING 
WILLIAM HALLS, JR. 
FREDERIC G. LEE 
JOHN Z. LOTT 


ADAM K. LUKE 

EDWIN P. MAYNARD 
JAMES E. NICHOLS 
LEWIS E. PIERSON 
WALTER SCOTT 

THEO. F. WHITMARSH 
FRANK W. WOOLWORTH 
PETERA B. WORRALL 





September Interest and Dividends 


It is estimated that the total dividend and 
interest disbursements for September will 
amount to $108,000,000. Of this amount 
$47,684,160 will go to bondholders and $60,- 
307,226 to stockholders. Last year for the 
same month disbursements aggregated $94,- 
c00,000, an increase for September, 1912, of 
about $14,000,000. The greater portion of 
this increase may be attributed to the 20 
per cent. extra dividend, amounting to 
$0,048,480, declared by the American To- 
bacco Company on the $40,242,000 outstand- 
ing capital stock. 

Dividend payments, of which more than 
half will come from industrials, are made 
up as follows: Industrials, $34,507,464; rail- 
roads, $22,830,585; public utilities, $1,425,997 
and New York and Brooklyn banks and 
trust companies $1,624,180. These figures 
are based on a total industrial capitalization 
of $1,328,218,455; for railroads, $1,040,156,- 
347; for public utilities, $82,673,150, and for 
New York banks and trust companies, $28,- 
050,000, 


Mrs. Henry H. Rogers, widow of the 
former Standard Oil director, died recently 
on board her special train en route from 
Bretton Woods, N. H., to this city. 
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CHARTERED 1864 


UNION TRUST COMPANY 


OF NEW YORK 
Main Office, 80 Broadway 


Fifth Avenue Branch, 425 Fifth Ave., Cor. 38th St. 


Plaza Branch, 786 Fifth Ave., Cor 60th St 


Modern Safe Deposit Uaults at both Branches 


OFFICERS 
EDWIN G. MERRILL, President 


AUGUSTUS W. KELLEY, Vice-President 

JOHN V. B. THAYER, Vice-President 

EDWARD R. MERRITT, Vice-President 

W. McMASTER MILLS, Vice-Pres't Plaza Branch 


CARROLL C. RAWLINGS, Vice-Pres’t & Trust Officer 
HENRY M. POPHAM, Secretary 

T. W. HARTSHORNE, Asst. Secretary 

HENRY M. MYRICK, Asst. Sec’y 


TRUSTEES 


W. EMLEN ROOSEVELT 
AUGUSTUS W. KELLEY 
N. PARKER SHORTRIDGE 
CHARLES H. TWEED 
JAMES SPEYER 

WILLIAM WOODWARD 


JOHN V. B. THAYER 
WALTER P. BLISS W. H. NICHOLS, Jr. 
FREDERIC de P. FOSTER 
AMOS F. ENO 

JAMES GORE KING 
EDWIN G. MERRILL 


V. EVERIT MACY 


FRANK TRUMBULL 
ERNEST ISELIN 
RICHARD DELAFIELD 
FRANCIS M. WELD 


M. ORME WILSON 


CAPITAL, $1,000,000 SURPLUS (Earned), $7,700,000 


Acts as Executor, Guardian, Trustee, &c. 


Administers ‘‘ Institutional’’ and Other 


Fiduciary Trusts. Receives Securities for Safe Keeping and Collection of Income. 
ALLOWS INTEREST ON DEPOSITS 


Title Guarantee and Trust Company Capital 
Increase 


The Title Guarantee and Trust Company 
has completed arrangements by which the 
capital has been increased from $4,375,000 to 
$5,000,000 and an extra cash dividend of 
142-7 per cent. paid on its existing capital. 
Stockholders were given the right to sub- 
scribe to the new stock at par to the extent 
of one-seventh of their holdings. The capi- 
tal is now $5,000,000 and the surplus $11,- 
00C OOO. 

\ccording to the statement submitted to 
the New York Clearing House, the com- 
pany has outstanding $33,753,000 in loans 
and discounts. Net legal deposits amount 
to $21,217,000 and cash on hand to $3,365,- 
ooo. Total resources of the company are 
about $47,000,000. It pays dividends at the 
rate of 20 per cent. annually. 

\ feature of the accounts of this com- 
pany is the fact that it has never paid out 
in dividends any of its insurance earnings. 
Its interest earnings from 1883 to IQII 
amounted to $11,016,094 and dividends in 
that period totaled $8,935,000, leaving a bal- 
ance of $2,081,094. All other earnings, less 





expenses and $2,080,208 charged off for 
plant, real estate, etc. from earnings, 
amounted to $8,880,354. In addition to this 
the company has added to surplus account 
$1,080,896 from assets of Manufacturers’ 
Trust Company, and $831,132 from stock 
premiums and has taken from earnings $1,- 
500,000, which was added to capital account, 
leaving a balance in the surplus account on 
January I, 1912, of $11,373,476. Since then 
about $600,000 has been added to surplus 


Designation of National Depositories 

Secretary of the Treasury MacVeagh 
is gradually correcting whatever discrimina- 
tion heretofore existed in designating Na- 
tional banks as depositories for Government 
funds, by increasing the number of deposi- 
tories without augmenting the aggregate of 
Federal deposits. Hereafter, in towns with 
only two banks the Government’s deposits 
will be divided equally, so as to avoid dis- 
crimination. The secretary has also desig- 
nated as Government depositories a large 
number of non-depository banks with which 
the Department of Justice and the Post Of- 
fice Department have been doing business 
for years. 
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Lawyers Title Insurance & Trust Compan 


CAPITAL AND SURPLUS - - $9,500,000 
Member cf The New York Clearing House Association 


160 Broadway, New York 188 Montague St., Brooklyn 
RECEIVES DEPOSITS subject to check or on certificate, allowing interest thereon. 


Depository for moneys paid into Court and for money of bankrupt estates. 
LENDS ON APPROVED STOCKS and Corporation Bonds as collateral. 
ACTS AS TRUSTEE, Guardian, Executor, Administrator, Assignee, or Receiver, 


Transfer Agent or Registrar of Stocks of Corporations. Takes Charge of Personal 
Securities. 
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United States Mortgage & Trust Company Corner Stone Laid for New Utica Trust and 
Organizes Publicity Department 

The United States Mortgage & Trust 

Company, one of the largest and oldest 

trust companies in New York City, has re- 


Deposit Company Building 
Hon. James S. Sherman, Vice-President } 
of the United States, as president of the 


| cant . tica Tru ‘ Dep mpanv of Utic: 
cently completed the organization of a pub z - y x4 & | eposit Company of Utica, t 
licity department at its offices at 55 Cedar ~*‘©W *0FX, recently laid the henley 
Street. Lerov A. Mershon. who was until for the elegant new bank building which is | 
recently the publicity manager of the Real being erected for that company. There 
Estate Trust Company of Philadelphia, re- were no formal ceremonies in connection 
signed his position with that company to be with the laying of the corner-stone. In a j 
come manager of the new publicity depart sealed copper box, underneath the stone, 
ment established by the United States were placed statements and statistics of the 
Mortgage & Trust Company. Mr. Mershon trust company’s condition and history and 
is experienced in trust company advertising. cjmilar information regarding other bank- 
> a policy - the United — a ing institutions of Utica. Copies of Utica 
r yany “Tez y a special pub- . : 
& Trust Company in creating a special | newspapers, current coins, photographs of 
licity department is in line with modern wa eS x tg 
: ~ Sa President Sherman and Vice-President J. 
trust company advancement. Mr. Mershon’s ‘ - : ; : 
j | Baise : Francis Day and souvenir and printed mat- 
experience likewise affords assurance that . ~ yet : 
. ter relating to the Sherman Notification 
the new department will be extended on a 
: ‘ Day, were also placed in the receptacle. 
practical basis. 
According to the appraisal of the estate of 
John W. Gates, who died August, 1911, his C. Carlton Kelley has been elected secre- 
fortune totals approximately $18,000,000. tary and treasurer of the Rockland County 
From the $18,000,000 appraisal deductions Trust Company at Nyack, N. Y., succeeding 
for administration expenses, debts and com- Thomas W. Swan, who resigned. At the 
missions, amounting to $2,500,000, are same meeting Eugene F. Perry and Wilson } 


made. P. Foss. were elected vice-presidents. 
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Short Term Securities 


Investment bonds and notes issued to mature in from one to five 
years are favored by many investors as yielding a somewhat better 


income than long time obligations. 


Such securities, particularly of the larger issues, also usually com- 
mand a ready market and are not subject to extreme fluctuations in 


price. 


Our recent booklet, “‘ Short Term Securities,’’ met with so favorable 
a reception that we have been prompted to issue a second edition. 


This contains brief descriptions of current issues, brought down to 
June, 1912. We will furnish copies on request. 


Ask for booklet S-714 


Guaranty Trust Company 
of New York 


28 Nassau Street 


Fifth Avenue Branch, 
5th Ave. & 43d St. 


Capital and Surplus, $23,000,000 


Steady Growth of the Irving National Bank 
of New York City 

The Irving National Bank of New York 
City which will soon take possession of its 
elegant new banking quarters in the Wool- 
worth 3uilding exhibits uninterrupted 
growth to the Comptroller of Currency. 
The latest statement as of September 4th 
shows total resources of $53,396,963, includ- 
ing loans and discounts of $32,120,505, 
bonds, securities, etc. $2,460,743 and cash 
resources $17,229,647. The capital stock 
paid in is $4,000,000 surplus fund $3,000,000 
and undivided profits $131,724 and aggre- 
gate deposits $45,156,126. 

The Irving National Bank strictly attends 
to commercial banking business. Its man- 
agement under the direction of Lewis E. 
Pierson, the president, is progressive and 
each succeeding year shows very substan- 
tial gains in all departments. The officers 
are as follows: Lewis E. Pierson, president ; 
James E. Nichols, Rollin P. Grant, Willis 
G. Nash, Benj. F. Werner, Charles H. Im- 
hoff and Emil Klein, vice-presidents; Harry 
E. Ward, cashier and D. H. G. Penny, Rich- 
ard J. Faust, Jr., J. Franklyn Bouker and 
Samuel Redfern, assistant cashiers. 


London Office, 
33 Lombard St., E. C. 


Deposits, $176,000,000 


American Exchange National Bank 


The report rendered by the American 
Exchange National Bank in response to the 
Comptroller’s call of September 4, shows 
wholesome growth. The total resources are 
$64,405,099, including loans, discounts and 
investments of $39,241,648, exchanges for 
Clearing House and other cash items $6,- 
062,000, due from banks, bankers and trust 
companies $3,476,000 and reserve in specie 
and legal tender notes $10,530,959. The de- 
posits aggregate $50,611,633. The capital 
stock is $5,000,000, surplus fund $3,000,000 
and undivided profits $1,766,000. 


Cotton Credit Information 


Announcement has been made that the 
Liverpool cotton bill of lading conference 
committee, which established the central bu- 
reau in New York last September for the 
purpose of keeping a check on all railroad 
and ocean bills of lading issued for export 
cotton, will shortly undertake the work of 
supplying European buyers with credit in- 
formation concerning Southern cotton 
shippers. 
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The New Interests in the Empire Trust 
Company 


According to recent announcements the 
Empire Trust Company is preparing to en- 
ter upon a new and enlarged field of use- 
fulness. It is reported that the well known 
South American railroad builder, Percival 
Farquahar, and his associate in development 
enterprises, Dr. F. S. Pearson, have been 
admitted to stock interest in the Empire 
Trust Company. This company recently in- 
creased its capital stock from $1,000,000 to 
$1,500,000, by issuing 5,000 shares of new 
stock at $300 a share and adding $2,000,000 
to surplus account. The notice of increase 
to stockholders contained the request that 
they waive their rights to subscribe to the 
new stock which it was intended to allot to 
“important American and European inter- 
ests.’ It subsequently developed that among 
the new interests to receive new stock were 
Messrs. Farquahar and Pearson. It is also 
stated that stock has been allotted to promi- 
nent European and Canadian financiers who 
have been identified with the Farquahar en- 
terprises, including Sir William C. Van 
Horne, Messrs. Mackenzie and Mann of the 
Canadian Northern Railway. It is also un- 
derstood that Minor C. Keith, president of 
the United Fruit Company, will become ac- 
tively identified with the management of 
the Empire Trust Company as a director. 

It is probable that the Empire Trust Com- 
pany will derive important advantages from 
these new connections and be a factor in 
South American financing. 

Heretofore nearly all of the money raised 
by the Farquahar-Pearson syndicate for 
their South American and Mexican under- 
taking has been obtained in Europe, with 
perhaps a small part in Canada. Recently, 
however, a cable from London, since con- 
firmed, announced the fact that a syndicate 
of American and European bankers had 
purchased from Percival Farquahar and as- 
sociates $15,000,000 of the 6 per cent. prefer- 
ence stock of the Argentine Railway Co., 
one of the newest of the Farquahar-Pearson 
enterprises, it having been only recently in- 
corporated under the laws of Maine, with 
$42,500,000 capital, for the purpose of con- 
solidating a number of railway lines operat- 
ing between Rio Janiero and Buenos Ayres. 
Among the members. of the banking syndi- 
cate which produced the stock are Kuhn, 
Loeb & Co. of New York, Speyer Brothers 
of London, and the Societe Generale and the 
Banque de Paris et des Pays Bas of Paris. 
Among the many other enterprises control- 


led by the Farquahar-Pearson group of capi- 
talists are the Bolivian Central Railways 
Co., capital $25,000,000, the Uruguayan Rail- 
way Company, capital $25,000,000, the Bra- 
zilian Traction Light & Power Co., with 
$120,000,000 authorized capital stock, con- 
trolling traction, light and power properties 
in Rio Janiero, Sao Paulo and other places 
and the Brazilian Railways Company a $50,- 
000,0CO corporation operating a network 
of railroads in the southern provinces of 


Brazil 


Statements of New York City National 
Banks 


The call of the Comptroller of the Cur- 
rency for the statements of the National 
banks at the close of business September 
4 shows that the National banks of New 
York City are in excellent position and also 
show noteworthy gains. The Chase Na- 
tional Bank reports aggregate resources of 
$1 32,291,000, loans and discounts $69,833,000, 
bonds, securities, etc. $20,238,000. The ag- 
gregate deposits are $116,875,366. The capi- 
tal stock paid in is $5,000,000, surplus fund 
$5,000,000, undivided profits $4,350,000. 

The National Nassau Bank reports $16,- 
288,359 total resources, including $3,446,954 
lawful money reserve in bank, due from 
National banks $1,276,000, loans and dis- 
counts of $10,507,907. The capital stock is 
$1,000,000, surplus and undivided profits 
$485,000, individual deposits subject to 
check $10,599,589 and due to other National 
banks $2,416,000. 

The Coal and Iron National Bank reports 
total resources of $9,407,165, including loans 
and discounts of $4,547,954, bonds and se- 
curities $1,661,461 and lawful money re- 
serve in bank of $1,617,380. 

The Seaboard National Bank reports $42,- 
916,896 total resources, including loans and 
discounts of $22,119,427, bonds, securities, 
etc. $3,628,932, exchanges for Clearing 
House, $5,190,119, and cash $10,052,347. The 
capital stock is . $1,000,000, surplus fund 
$2,000,000, undivided profits $226,186 and 
aggregate deposits $39,592,615. 


At a recent meeting of the stockholders 
of the Brooklyn Bank of Brooklyn Borough, 
which is now being liquidated through the 
Metropolitan Trust Company of this city, 
it was voted to extend for another year the 
loan of $441,000 advanced by the trust com- 
pany for the purpose of aiding the bank in 
meeting the claims of its depositors. 


— — ————— (TA 


= 


paneer ene 





a ATA EG, TREN ee cn te ss enn 


) 
) 





TRUST COMPANIES 


The State Trust Company at their items on Plainfield and 


Plainfield, New Jersey, is pre- vicinity. They solicit business 


pared to serve banks and 


of this character and promise 
Bankers in the collection of prompt and efficient service: 
Captial 


R. HENRY DEPEW, - - - - President 
E. F. FEICKERT, - - Vice-President 


$100,000.00 


M. C. VAN ARSDALE, - Vice-President 
FREDERIC CORIELL, - - Secy-Tres. 


Henry G. Lewis, treasurer of the Hudson 
Trust Company of New York, died Aug. 24, 
after a brief illness. He was thirty-five 
years old. Death was caused by pneumonia. 


New Trust Company for Memphis 


Plans have been completed for the forma- 
tion of a new $1,000,000 trust company in 

Superintendent Van Tuyl, of the New Memphis, Tem., to ‘te known as the Com- 
York State Banking Department, has grant- ™onwealth Trust Company. It will open 
ed a certificate to the Montgomery Trust for business with $400,000 of its capital 
Company, of Amsterdam, N. Y., with a capi- stock paid in. The leading men of the new 
tal of $200,000 and surplus of $50,000. John bank are among the best known business 
Barnes is president. men of Memphis and surrounding territory. 





Condition of Greater New York Trust Companies 


Surplus 
and Profits 





Aggregate 
Deposits 


Capital. June 14, 1912. June 14,1912. Par. Bid. Ask. Div 
EER, ES EOE CE PER $1,250,000 $1,279,100 $24,062,000 100 400 420 8 
Bankers’ Trust Co............. 10,000,000 15,672,900 173,833,600 100 575 585 *20 
Broadway Ne i 6 a 4.6 Sie 1,000,000 571,000 10,326,600 100 175 185 6 
Brooklyn Trust Co............. 1,000,000 2,432,100 21,199,600 100 470 Sy *20) 
so a eek ala ace aw Saiasede a 3,000,000 17,110,600 101,425,400 100 1035 1050 *36 
Citizens... ae er ty . 500,000 205,600 2,257,800 100 150 ae 6 
Columbia-Knickerbocker Trust 2,000,000 7,079,800 59,328,400 100 575 585 20 
Commercial........ Meee ee 500,000 177,700 4,279,200 100 95 25 os 
| SRE eee .... 1,000,000 1,146,100 18,864,700 100 300 310 10 
FEE ROTC Oe ... 8,000,000 10,639,500 86,770,700 100 540 550 24 
Farmers’ Loan & Trust......... 1,000,000 6,605,000 136,018,000 100 1375 1400 50 
EEN Ee or ee ee ae 1,000,000 1,303,400 8,393,100 100 218 223 *G 
SEES Ieee Cane s 1,000,000 1,326,300 12,154,500 100 260 275 12 
EP RE ie 500,000 814,100 8,409,900 100 310 325 *10 
Le Naa a 5,000,000 22,671,400 177,871,600 100 1070 1100 *32 
Guardian ; 500,000 475,200 2,758,400 100 90 100 Fe 
Hamilton....... 500,000 1,109,500 6,990,200 100 275 12 
OE OE 750,000 372,500 2,569,300 100 110 ap oe 
OS 500,000 714,400 3,734,400 100 137 145 ~ 
Kings County......... ; 500,000 2,241,800 16,451,400 100 520 16 
Lawyers’ Title Ins. & Trust . 4,000,000 6,273,600 17.127.500 100 222 228 12 
Rn acs a ea A od ok 1,000,000 557,100 13,352,605 100 130 140 che 
Long Island Loan & Trust...... 1,000,000 2,142,600 9,048,300 100 300 312 12 
Metropolitan............. .... 2,000,000 6,111,500 23,704,900 100 440 460 24 
Mutual Alliance.............. 1,000,000 467,700 8,941,000 100 140 153 6 
__ ASSESS SRE See 600,000 427,200 5,926,600 100 150 160 8 
N. Y. Life Ins. & Trust : 1,000,000 4,227,500 35,321,400 100 1020 1060 50 
New York Trust Co............ 3,000,000 11,682,500 42,339,800 100 635 645 32 
A os dea b 1,000,000 1,710,000 20,463,900 100 295 305 12 
NE a aa ae 600,000 163,300 1,893,500 100 100 110 5 
he gd alk 1,000,000 1,389,600 20,854,900 100 370 380 16 
Title Guarantee & Trust........ 4,375,000 12,095,900 29,335,600 100 500 525 20 
Transatlantic Trust............ 700,000 351,622 2,267,847 100 a 3.5 oh 
oe a. Lng ike a x ,6 poe 1,000,000 7,813,700 69,796,500 100 1300 -1315 50 
Ci NR Or REUSE... 606005560. 2,000,000 4,567,400 59,895,200 100 465 480 *24 
United States...... Ra hikes aaa 2,000,000 14,343,900 66,359,400 100 1110 #1130 50 
a 500,000 1,356,700 10,563,000 100 390 410 16 
Ws. 3c 5 «data wd ka 1,000,000 1,031,600 6,436,800 100 180 190 


Corrected by L. A. Norton, 25 Broad St., N. Y. City. 


* Not including extra dividend. 
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Philadelphia 


Special Correspondence 
Trust Companies and Clearing House 
Membership 

There has been a definite tendency among 
Clearing House associations in the larger 
cities to amend their rules and constitution 
so as to provide for direct trust company 
membership. Soon after action was taken 
by the New York Clearing House in May, 
1gi1, admitting trust companies of that city 
to full membership privileges the Philadel- 
phia Clearing House Association adopted a 
similar policy. Up to the present time not 
more than seven trust companies have 
availed themselves of membership privi- 
leges in this city but they represent a 
large per cent. of the combined trust com- 
pany strength of the city. It is apparent 
then that the largest and most representa- 
tive trust companies of Philadelphia are 
in favor of the principle of alignment 
through Clearing House auspices. But 
among the trust companies here which 
have not become members of the Clearing 
House there are some of the largest and 
most conservative which conduct business 
on so-called “old line” principles. It can- 
not therefore be assumed that they are 
reluctant to become members of the Clear- 
ing House because of any narrow or self- 
ish reasons. Judging from the character 
of their business and their splendid rec- 
ords these trust companies cannot be criti- 
cised for preferring to remain “indepen- 
dent.” They are the best judges of what 
serves the interests of their respective 
companies. 

It is not improbable that in time the Clear- 
ing House will modify its requirements and 
rules so that some of the obstacles to an 
increase in trust company membership will 
be overcome. Doubtless, the admission re- 
quirements are excessive as applied to trust 
companies of smaller capital and resources. 
There are many who contend that the Clear- 
ing House should not impose reserve re- 
quirements in excess of those defined by the 
State laws for trust companies. Besides, 
there is the vexatious problem of collection 
charges and interest allowance on out-of- 
town items. This latter question calls for 
rational action. Doubtless, a number of 
trust companies prefer to remain outside the 
Clearing House fold-because of the immun- 
ity from the rules regarding out-of-town 
exchanges. There are other so-called trust 
companies, of recent origin, which depart 
from recognized trust company policy by 


conducting commercial banking business, by 
purchase of commercial paper and compet- 
ing squarely with the National banks. The 
enlightened trust company and banking sen- 
timent of this community entertains little 
sympathy for this class of trust companies 
insofar as they object to joining the Clear- 
ing House. 

A personal canvass among the trust com- 
panies which command full membership 
rights in the Clearing House reveals the fact 
that they regard this alliance as a distinct 
advantage. Such membership has been the 
direct means of bringing in additional busi- 
ness, of increasing confidence in the mind 
of the public and harmonizing daily routine 
relations with other banks. The satisfac- 
tory experience of these trust companies 
may have sufficient weight with some of the 
other important trust companies to induce 
them to join. Certain it is, that as a whole 
the patrons of banks and trust companies 
regard with favor the unification of banks 
and trust companies under Clearing House 
auspices. 


Unwarranted Report Regarding Charges on 
Check Collections 


Banking and trust company interests have 
been considerably annoyed by the circulation 
of a false newspaper report regarding 
charges to be exacted by local trust com- 
panies on check collections. The following 
item of news was recently telegraphed to 
larger southern and western cities: 

“Every check, draft and note, date At- 
lanta (other cities designated to which the 
report was sent) hereafter deposited in ary 
Philadelphia trust company will be taxed 
3 per cent. of its face plus five days’ inter- 
est at 6 per cent., for collection. This levy 
must be made now to prevent losses 
through the rigid enforcement of a Clear- 
ing House rule. To avoid chargjng and 
paying these costs trust companies will 
open reciprocal accounts with Atlanta 
trust companies and collect direct.” 

This report was first brought to the at- 
tention of local trust companies by cort- 
munications from their correspondents of- 
fering to establish reciprocal accounts. In 
replying to these letters the trust con:panies 
of this city stated that they had no knowl- 
edge of such charges and that no action of 
this kind has been taken. 

The Girard Trust Company and E. W. 
Clark & Co., have jointly purchased $750..00 
first refunding 5 per cent. bonds of the I‘air- 


mount Park Transportation Company. 
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CAPITAL - 


SURPLUS and PROFITS 


Offers Unexcelled Facilities. 


Fourth Street 
National Bank 


$3,000,000 
$6,500,000 


Correspondence Invited. 


S. F. TYLER, Chairman of the Board 


E. F. SHANBACKER, President 
JAMES HAY, Vice-President 

B. M. FAIRES, Vice-President 
FRANK G. ROGERS, Vice-President 


The Banking and Business Situation 

The renewed activity in business and mer- 
cantile circles is reflected in the banking 
situation. Early in August it was found 
necessary to mark up the call loan rate 
from 3% to 4 per cent. for the first ume 
since last January. There is an unusually 
strong demand for credit, especiaily from 
manufacturing interests. The money mar- 
ket is further strengthened by the indica- 
tions of large demands for funds with 
which to move the crop and the necessity of 
maintaining adequate reserves. In order to 
prevent marked decrease in reserves there 
has been considerable calling of loans. The 
general expectation is that higher rates will 
soon prevail and that call money will be 
advanced to 5 per cent. Commercial papet 
is now being discounted at from 5% to 5% 
per cent. The clearances are steadily in- 
creasing. Stock market operations are on 
a comparatively small scale. 

The initial report of the auditors of the 
defunct Tradesmen’s Trust Company shows 
that there is available $306,321 for distribu- 
tion among depositors at the rate of 37% 
per cent. of their claims. Total claims 
amount to $1,056,856. 


R. J. CLARK, Cashier 

W. A. BULKLEY, Assistant Cashier 
W. K. HARDT, Assistant Cashier 
C. F. SHAW, Jr., Assistant Cashier 


New Securities Listed 

Additional securities have been placed on 
the regular list of the Philadelphia Stock 
Exchange as follows: $3.554,800 additional 
capital stock of the American Telephone 
and Telegraph Company being part of 
$55,086,500 issued and to be issued under 
circular letter dated June 20, 1911, to the 
stockholders of the company for cash at 
par, making the total amount of capital 
stock of the American Telephone and 
Telegraph Company listed at this date 
$333,959,900; $2,300 (230 shares) additionai 
capital stock of the American Milling 
Company, issued in exchange for a like 
number of shares of common stock of the 
Marsden Company, making the total 
amount listed at this date $3,225,280; $31,- 
000 6additional Pennsylvania Lighting 
Company first mortgage ., ocf cent 
thirty-year S. F. gold bonds, due July 
1, 1940, Nos. 746 to 776 inclusive, for $1,099 
each, making total amount listed at this 
date $776,000. 

The Girard National bank has been ap- 
pointed reserve agent for the First National 
Bank of Felton, Delaware. The Fourth 
Street National Bank has become reserve 
agent for the First National Bank of Blairs- 
town, N. J. 





267 











a a Se 


aE ane 


ee eee 




























































































































































































































































































Transfer of Trust Company Stock 

The Trust Company of North America 
holders of certificates of deposit «f stock 
issued in connection with the transier of the 
business of the company to the Commercial 
lrust Company have received notices to 
surrender their certificates in exchange for 
stock of the Commercial Trust Company and 
certificates of interest in the premises at 
503-7 Chestnut street. No fractions of 
stock of the Commercial Trust Company 
are to be issued but the fractions of stock 
called for by the certificates of deposit will 
be adjusted on the basis of $40 a share. 


Philadelphia Brevities 

The Commercial Trust Company has been 
appointed registrar for the Norfolk Rail- 
way & Light Company’s certificates of stock, 
succeeding the Tradesmen’s Trust Company 
which is now being liquidated. 

The Pennsylvania Railroad Company re- 
ports on August I, that a total of 9,077,558 
shares of stock are outstanding having a 
par value of $453,877,970. In all there are 
74,240 shareholders and of that number 35,- 
543 are women. There are 10,533 foreign 
shareholders, 23,250 resident in Pennsyl- 
vania and 12,811 in New York. 

Charles V. Thackara, manager of the 
branch office of the Philadelphia Trust, Safe 
Deposit & Insurance Company, located at 
1415 Chestnut street, has been elected an 
assistant treasurer of the company. Mr. 
Thackara was formerly assistant cashier of 
the Franklin National Bank. 


A Little Ready Money 


The publicity department of the North- 
ern Trust Company of Chicago has issued 
an interesting little leaflet with the title 
“A Little Ready Money.” The plain 
facts presented therein bring home to 
the man with a small income the advan- 
tages of setting aside a part of his earn- 
ings in the form of a bank account. For 
example, the man or woman who places 
$10 in a bank every month will have ac- 
cumulated $1,399.38 in ten years. A 
monthly savings deposit of $25 will 
amount to $3,408.72 in ten years and the 
interest alone will be about $500. Em- 
phasis is also placed upon the high de- 
gree of safety offered by a trust com- 
pany which is conducted along such con- 
servative lines as the Northern Trust 
Company. 
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Philadelphia 


Pennsylvania 


Tig folansal 


Trust Company i 2 


| 


Market at Thirteenth if 
Philadelphia 


Centrally located and thoroughly 
equipped to handle all business 
pertaining to estate and corporate 
matters. 

Accounts of banks and_ bankers 


received upon favorable terms. 


HARVEY L. ELKINS, President. 





Clearing House Section, A. B. A. 

The Clearing House Section of the Amer 
ican Bankers’ Association devoted its ses 
sions at Detroit, Sept. 11-12, very largely 
to matters relating to the extension of 
clearing house facilities. Charles H. 
Ruggles, manager of the Boston Clearing 
House, presided. Walter H. Bennett, vice- 
president of the American Exchange Na- 
tional Bank, New York, responded to the ad 
dress of welcome. Following the address of 
President Ruggles and the presentation of 
various reports there. was a discussion of 
the Numerical System, recently introduced 
by the American Bankers’ Association, led 
by C. R. McKay. The first session was 
brought to-a close with an address by Sol 
Wexler, vice-president of the Whitney Cen 
tral National Bank of New Orleans, on 
“Functions of the Modern Clearing House.” 

The second business session on Thursday, 
Sept. 12, was opened with a discussion on 
“Collection of Country Checks Through the 
Clearing House,” led by Jerome Thralls, 
manager of the Kansas City Clearing House. 
Keen interest was manifested in the able 
address by Frank Greene, managing editor 
of the Bradstreet Company, New York, 
who spoke on “Uniform Clearing House 
Reports and Bank Transactions.” 






Boston 


Special Correspondence 


The Payment of Interest on Deposits 

There is perhaps no subject which ap- 
peals with greater interest not only to bank 
and trust company managements of this 
city but to bankers throughout New Eng- 
Jand than that of payment of interest on 
deposits. It is a general consensus of opin- 
ion that the public has been educated to de- 
mand too high a return for their deposits. 
The majority of bankers and trust company 
officials of this city would willingly adhere 
to a conservative rate but the rigorous com- 
petition from institutions which offer ex- 
cessive rates, renders it necessary to depart 
from ultra-conservative practice. ee 
number of cities in New England the ques- 
tion has become acute and much bitterness 
exists. Efforts to bring about some rational 
agreement among banks and trust companies 


in certain communities have proven fruit- 
less. This is the experience of practically 
all efforts which have been made to en- 


force iron-clad rules regulating the basis of 
interest for various classes of deposits. It 
is usually found that as soon as one insti- 
tution violates the compact by allowing a 
higher rate than agreed upon there is a gen- 
eral falling from and a scramble to 
meet competition. 


grace 


In Boston a rate of interest has prevailed 
which cannot be justified on the basis of the 
prevailing money market. The National 
banks have not been backward in bidding 
for accounts and almost institution 
follows its 
tion. 


every 
policy of self-preserva- 
There are a number of banks and 
trust companies which persist in follow- 
ideals and maintain 
proper rates. The impression is also gain- 
ing among bank and _ trust 
clients that the maintenance of a fair rate 
of interest is an sound man- 
agement. It is suggested that no better 
use could be made of the machinery of the 
American Bankers’ Association and of 
the various State bankers’ associations 
than to define a clear and proper policy and 
to publish rules which would declare any 
banking institution a violater of approved 
banking practice which pursues unduly ag- 
gressive policies in endeavoring to build up 
deposits. To a considerable extent the ex- 
cessive payment of interest accounts for the 
decrease in earnings reported by both the 
National banks and trust companies of this 
city during the past year. 


own 


ing conservative 


company 


evidence of 
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Administration of Estates by Trust 
Companies 


It is well known that the bulk of trust 
estates and trust funds in Massachusetts is 
administered by individuals and that the 
trust companies obtain but a small share of 
this class of business. There have been 
numerous instances of defalcation and of 
losses through bad management on the part 
of individual trustees but on the whole the 
record has been a fair one. But the news- 
papers have recently contained accounts of 
an unusually large number of defalcations 
and waste due to appointment of individual 
trustees, and administrators. It 
may also be safely assumed that for every 
one exposure there are ten instances of dis- 
honest or negligent management which are 
compromised out of court and the public is 
none the wiser. 

Until the laws of taxation and the oppor- 
tunities for eluding the appraisers’ investi- 
gation are corrected the trust companies will 
continue at a disadvantage in bidding for 
fiduciary business. The legislature has been 
hardly fair to trust company demands for 
redress. But sentiment is increasing in fa- 
vor of giving trust companies a “square 
deal” and new legislation will be proposed 
to remedy existing conditions. What is 
most important at this time is that the trust 
company interests should present a united 
and front in 


executors 


courageous demanding cor- 
rective tax legislation and laws which 


shall prevent immunity from taxation to 


taxable trust funds or property when ad- 


ministered by individuals. 


Real Estate Valuations Increased 

Boston’s tax rate will remain another year 
at $16.40 per $1,000, according to announce- 
ment made by Mayor Fitzgerald. The Mayor 
and the expected that the rate 
would advance 10 cents over that of the last 
two years, in view of the increased State and 
metropolitan taxes. The gain in 
valuation this year over the $1,428,344,814 
of the last year is about $38,000,000, or an 
increase of 2% per cent. The gain in real 
estate valuation is about $28,000,000, and in 
personal property $10,000,000. 


assessors 


assessed 


The annexa- 
tion of Hyde Park, with its $15,000,000, was 
a great help in raising the valuation of the 
city. 


The Bay State Trust Company on July 


15 issued a statement of condition showing 
total deposits of $7,723,650. 





















































































































































































































































































































































































































































TRUST 


Postal Savings Deposits 

Statistics regarding the operation of the 
postal savings system in the Boston Post 
Office and stations during July have been 
compiled by Postmaster Mansfield. During 
the month 943 accounts were opened; the 
amount deposited to the credit of old and 
new accounts was $83,953, and the amount 
of payments was $47,320. Since ‘the estab- 
lishment of the first Postal Savings Deposi- 
tory in Boston, Aug. I, 1911, 11,859 accounts 
have been opened. The amount of deposits 
has been $731,043, and the amount of pay- 
ments $307,044. During the year savings 
cards and stamps have been sold to the 
amount of $10,337. 


Boston Brevities 


Stockholders of the Atlantic National 
Bank and of the Fourth National Bank met 
on August 27 and approved the plans for 
the merger of the banks. The business of 
the consolidated bank is to be transacted in 
the new quarters of the Fourth National 
Bank. 

The Paul Revere Trust Company, which 
has experienced marked growth during the 
past year, is preparing to move into new and 
enlarged banking quarters 


The First National Bank of Chicago 

Excellent statements are rendered as of 
September 4th and 5th respectively by the 
First National Bank of Chicago and the 
allied First Trust & Savings Bank. The 
combined deposits of both the National 


a 


bank and trust company amount to $177,- 
545,503. Both banks are owned by the same 
stockholders, and together with the Na- 
tional Safe Deposit Company, are governed 
by the same board of directors. 

The First National Bank shows at the 
close of business September 4th, aggregate 
assets of $146,130,337, including cash _ re- 
sources of $40,265,243 and $87,063 loans and 
discounts. The capital stock is $10,000,000, 
surplus fund $10,000,000, undivided profits 
$1,723,026 and total deposits $121,965,208. 

The First Trust & Savings Bank reports 
at the commencement of business September 
5th total assets of $62,878,704, including 
bonds of $23,467,508, time loans on collat- 
eral $20,011,717, demand loans on collateral 
$9,124,116 and cash and due from banks 
$10,275,362. The capital is $5,000,000, sur- 
plus and undivided profits $2,177,116 and 
deposits $55,580,205. 
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American 
Trust Company 


BOSTON 


50 State Street 
Chartered 1881 


Capital - - $1,000,000. 
Surplus (earned) over 2,000,000. 


FOUR YEARS’ GROWTH 
*Deposits, Feb. 14, 1908 $8,700,825 .98 
*Deposits, Feb. 5, 1909 11,872,571.89 
"Deposits, Jan. 31,1910 12,975,348.08 


*Deposits, Jan. 7,1911 16,221,460.24 
*Deposits, Feb. 20, 191217,655,515.77 


Deposits, Sept. 4, 


i2"idate of 18,643,083.48 


last call 


*Above are dates of first call of Bank Commissioner 
in each year. 


BUNKER HILL BRANCH—City Square, Charlestown. 





Progress of the International Trust Company 
of Denver 
The following is the statement of condi- 
tion rendered by the International Trust 
Company, the leading trust company of 
Denver and of the State of Colorado, at 
the close of business September 4, 1912: 


RESOURCES 


Looms OM SOCUIIy oi. ees css. 2,995,170.25 
DD = Saxe dicen Ges 5 ce igeoeaon 2,535,408.24 

Cash on Hand and Due from 
aes soa sm Seana ate” Ser 2,421,814.67 
$7,952,393.16 

LIABILITIES 

OO a ees hc Seg ere $350,000.00 
IIIS 9 So ais witb Gc as Acad 650,000.00 
Undivided Profits ..-........: 106,172.02 
Reserve for Interest .......... 23,840.57 
Reserve for Taxes .......<... 9,675.38 
ENED ee sete eva nkaes sna se 6,812,705.10 


$7,952,393.16 

The officers are as follows: H. M. Black- 

mer, president; Theo. G. Smith, vice-presi- 

dent; F. G. Moffat, vice-president; P. E. 

Clelant, treasurer; H. H. Brooks, secretary 

and trust officer and F. G. Harrington, as- 
sistant secretary. 





























































Chicago 


Special Correspondence 
Growth and Earnings of State Banks and 
Trust Companies 


Interesting compilations have been recent- 
ly issued regarding the growth and earnings 
of the State banks and trust companies of 
Chicago. The Central Trust Company of 
Illinois has issued a compilation which em- 
phasizes how rapid have been the strides 
of the State banks and trust companies. 
Within the past sixteen years the trust com- 
panies, including State banks, have shown an 
increase in deposits from $80,843,075 to 
$510,956,261, equal to 543 per cent. During 
the same period the National banks of this 
city increased their deposits from $120,187,- 
765 to $487,757,762, equal to 305 per cent. 
This summary that the trust com- 
panies and State banks have made the great- 
est ratio of progress. In 18096 there were 
nineteen State banks, trust companies and 
private banking firms. then sixty- 
three new State banks and trust companies 
Of the total twenty- 
six have dropped out through merger, liqui- 
dation or change of name. During the past 
year twelve new State banks and trust com- 
panies have been organized. Sixteen years 
ago there were twenty-five National banks 
in this city. Owing to mergers and liquida- 
tions the number of National banks has de- 
creased to fifteen. 

According to the State Auditor’s recent 
report fifty-four State banks and trust com- 
panies of Chicago had gross earnings based 
on capital of 77% per cent. the fiscal year 
ending June 30, compared with 73% per 
cent. the previous year, while their percent- 
age of dividends on capital was 12.99 against 
13.17. Their gross earnings on capital, surplus 
and undivided profits amounted to 39.90 per 
cent., against 39.13 in I9II, but their per- 
centage of dividends on capital, surplus and 


shows 


Since 


have been organized. 


undivided profits was 6.07, against 6.72. 
Gross earnings per total investments were 
5.85 per cent. in 1912 and 5.78 in 1911. Ex- 


penses and interest paid on total gross earn- 
ings were 65.30 per cent., against 63.73 per 


cent. Net earnings per capita 22.87 per 
cent., against 22.71; per total investment 


1.73 per cent., against 1.79 per 
capita surplus and undivided profits 
per cent., against 12.06 per cent. 

Time savings deposits were $219,311,571, 
a gain of $17,602,924. The number of time 
savings depositors increased to 678,960, 
being a gain of 56,665, and the average de- 


cent.; per 


11.86 
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posit was $323, a gain of $1.12. The gross 
earnings during the year were $27,882,408; 
the taxes, interest and expenses were $18,- 
209,734, and the net earnings were $8,280,886. 


Money Market Reflects Excellent Business 
and Crop Returns 


Fluctuations in money rates are the most 
reliable indications of the varying changes 
in National prosperity and the signs now 
all point to a complete restoration of activ- 
ity. The bountiful crops serve the purpose 
of injecting a spirit of typical Chicago 
“push” into banking and business proceed- 
ings which is most infectious. The demand 
for money is steadily increasing and the de- 
mand comes not only from interior institu- 
tions which serve as intermediaries for fi- 
nancing the crop movement but from busi- 
concerns, mercantile and manu factur- 
ing concerns. It is now a certainty that the 
crops of 1912 will be greater in quantity, 
in quality and in price than ever before. 
Political problems fade into abstract propo- 
sitions before this tide of good news. The 
banks and trust companies of this city are 
bestirring themselves to meet the situation 
and incidentally to calculate larger earnings 
than for several years past. Money rates 
are now at the highest point attained this 
year. Five per cent. is quoted as the mim- 
mum rate for all business. Call 
loans outstanding at 4% per cent. are being 
marked up to 5 per cent. High grade com- 
mercial paper commands 5% per cent. Dur- 
ing the month of August the National banks 
of this city shipped $2,200,000 in currency 
as compared with receipts of $1,500,000. 
Preparations are being made to call upon 
New York for larger sums than usual at 
this period of the year in order to satisfy 
the requirements of the interior. For the 
first seven months of this year the Chicago 
banks shipped $90,536,000 in currency as 
compared with receipts of $65,676,000. Asa 
rule the banks in the agricultural regions are 
in excellent condition and report large de- 
posit gains. 


ness 


classes of 


Organization of the Market Trust and 
Savings Bank, located at 127 North Halsted 
street has been completed. The capitaliza- 
tion of the new institution is $200,000 and 
the officers are: President, William  T. 
3ruckner, vice-president of the Continental 
and Commercial National Bank; vice-presi- 
dent, Frank Ransford, formerly with the 
Mercantile Bank; cashier, Fred S. Fulton. 
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Home of THE FIRST TRUST AND SAVINGS BANK 
Northwest Corner Monroe and Dearborn St., Chicago, 




































































































































































Illinois Trust & Savings Bank 

Since 1890 the Illinois Trust & Savings 
Bank of Chicago has paid $30,000,000 in- 
terest to its depositors. During the same 
period it has distributed over $11,000,000 to 
its stockholders and has paid $2,100,000 in 
taxes. In 1890 the capital $1,000,000 
and surplus $736,000. The latest report as 
of September 6 shows capital stock paid in 
of $5,000,000, surplus and undivided profits 
$0,626,940, all earned. The statement fur- 
ther shows aggregate resources of $108,764,- 
486, demand deposits $30,975,168 and time 
deposits of $62,751,305. This steady and 
natural growth has been accomplished with- 
out the assistance of mergers or absorption 
of other banks. 


Was 


Mechanics and Traders State Bank 

Officers of the Mechanics and Traders 
State Bank of Chicago, the new bank re- 
cently formed by interests connected with 
the Central Trust Company, to cover the 
territory vacated by the Prairie State Bank 
upon its absorption by the Central Trust, 
have been chosen~as follows: Calvin F. 
Craig, president; W. R. Dawes, vice-presi- 
dent, and Morton F. Stone, cashier. Mr. 
Craig formerly was 


cashier of the old 
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This bank acts as Regis- 
trar and Transfer Agent 
of Stock, Trustee under 
bond issues, Fiscal Agent, 
Executor, Administrator, 
and in other similar fidu- 
ciary capacities. 


FIRST TRUST AND 
SAVINGS BANK 


Chicago 


The stock of this bank is owned 
by the stockholders of The First 
National Bank of Chicago. 


Metropolitan Trust and Savings; Mr. 
Dawes is vice-president and cashier of the 
Central Trust. 


Continental & Commercial National Bank 


A folder issued by the Continental & Com- 
mercial National Bank of Chicago pre- 
sents the statements of condition as of 
September 4th of that bank and for the 
allied Commercial Trust & Savings Bank 
and the ‘Hibernian Banking Association. 
The total figures are very impressive. The 
Continental & Commercial National Bank 
reports aggregate resources of $225,747,207, 
including time loans of $93,571,644, demand 
loans, $24,948,661, bonds, securities, etc., 
$15,904,914, United States bonds to secure 
circulation $8,703,062, and cash and due 
from banks $82,518,434. The capital is $21,- 
500,000, surplus, $8,000,000 and undivided 
profits $1,107,949. 

The allied Continental & Commercial 
Trust & Savings Bank, the capital stock of 
which is owned by the stockholders of the 
Continental & Commercial National Bank, 
reports at the commencement of business 
September 5 total resources of $29,636,878, 
total deposits of $24,951,523, capital $3,000,- 
000, undivided profits $1,542,324. 
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St. Lovis 


Special Correspondence 


The Bumper Crops and Business 


The favorable weather conditions which 
have prevailed during August in the agri- 
cultural States dispel all doubts as to the 
promises of bountiful crops. The reports 
received here by banks and trust companies 
from their country correspondents all show 
that the Government’s August estimate of 
290,000,000 bushels of spring wheat will have 
to be revised upward. It is estimated that 
the eight large agricultural States between 
the upper lakes and the Pacific Coast will 
yield 1,125,000,000 bushels of grain and po- 
tatoes as compared with 720,000,000 bushels 
last year. One leading bank figures that the 
new wealth to be created by the crops this 
year will aggregate $9,033,000,000, an in- 
crease of $600,000,000 over last year. The 
estimates of the respective yields are given 
as follows: Winter wheat, 300 million bush- 
els; spring wheat, 300 million bushels; 
corn, 3 billion bushels; cotton, 13,095,000 
bales; oats, 1,150 million bushels; rye, 40 
million bushels; barley, 194 million bush- 
els; potatoes, 350 million bushels; 
million bushels; 
hay, 65 to 70 
million bushels. 


rice, 23 
tobacco, 1 billion pounds; 
million tons; flaxseed, 28 

The splendid reports of crop yields are 
responsible in the main for the very general 
activity which is apparent in all lines of 
business. St. Louis is enjoying a genuine 
boom and the demand for funds is creating 
more profitable rates for money. Railroad 
earnings are increasing and the fears which 
prevailed as to the ability of the traffic of- 
ficials to negotiate the big demands for the 
movement of crops, have been largely dis- 
pelled. The railroads are likewise coming 
forward in making additions to rolling 
stock, improvements’ and extensions. Labor 
has never enjoyed such a high premium as 
at present and the demand almost exceeds 
the supply. Real estate and building opera- 
tions also reflect the advance. New enter- 
prises are bidding for accommodation and 
there is an unusual demand for new capital. 
In many instances mercantile and business 
houses report more liberal purchases than 
at any time within the past five years. The 
indications are also that higher rates for 
money will prevail from now on. Banks 
and trust companies here are in strong posi- 
tion to meet these requirements. 


Missouri's Bank and Trust Company 
Resources 

The report of State Bank Examiner 
Swanger of Missouri, just issued, shows 
that the individual, savings, time and de- 
mand deposits in State and National banks 
and trust companies amounts to $449,593,973. 
The different classes of deposits as shown 
by the commissioner’s report are: Individual 
deposits, $309,265,892.88; time certificates of 
deposit, $93,705,773.87; demand certificates 
of deposit, $0,533,016.66; savings deposits, 
$37,0890,291.01. Comparing this statement 
with that of September, Ig11, it is found 
that the banks hold $3,721,677.02 more de- 
posits this year. The most notable showing 
is in the increase in savings deposits over 
September, 1911, which was over 162-3 per 
cent., or an aggregate of $5,517,500. There 
are 1,364 financial institutions in the State, 
of which 1,147 are incorporated banks, 134 
National banks, 52 trust companies and 31 
private banks. The resources of these in- 
stitutions amount to $831,137,492.71.. An 
estimate shows that if the total deposits 
were divided among the population of Mis- 
souri they would give to every man, woman 
and child in the State $136.51. 

Commissioner Swanger states: “The most 
notable showing that is made by the last 
statement is the increase in savings deposits 
over September, tort, of $5,517,500, or an 
increase of 16 2-3 per cent. This in- 
dicates very clearly that the habit of sav- 
ing among our people is constantly growing ; 
and as these savings deposits are largely 
made by the laboring class, it is one of the 
best indications of general thrift and pros- 
perity among our people. 


over 


“The reserve held by the banks in June, 
1912, was about 40 per cent., while the re- 
serve held by the banks in September, 1911, 
was but 39 per cent. This is also a most 
favorable showing considering the season of 
the year.” 


Mortgage to Secure Bond Issue 


A mortgage for $1,500,000 has been filed 
in St. Louis and St. Louis County by the 
Hydraulic Press Brick Company, as secur- 
ity for an issue of bonds aggregating that 
amount. The bonds were authorized by the 
board of directors at a recent meeting and 
the proceeds are to go to retire a former 
issue. A deed of trust on property in St. 
Louis and St. Louis County valued at ap- 
proximately $1,850,000, is given by this brick 
company to secure the mortgage to the Mer- 
cantile Trust Company of St. Louis. 
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Railroad Mortgage Filed 


The $200,000,000 mortgage of the St. 
Louis, Iron Mountain & Southern Railroad, 
recently authorized, has been filed and made 
of record in St. Louis. It is to the Union 
Trust Company of New York, and B. F. 
Edwards, president of the National Bank 
of Commerce in St. Louis, as trustees for 
the bondholders. The bonds are forty-five- 
year gold issues and bear interest at not 
more than 6 per cent. The filing fee in St. 
Louis was more than $100. This mortgage 
is also being filed for record in all the States 
and counties in which the railroad company 
owns property. Coincidentally a $25,000,000 
improvement mortgage held by the Guaranty 
Trust Company of New York has been re- 
leased. 


St Louis Brevities 


Charles H. Howard, president of the 
Commonwealth Steel Co. and a director of 
the St. Louis Union Trust Co., has been 
elected a director of the Boatmen’s Bank 
to succeed Robert McKittrick Jones, re- 
signed. 

Stockholders in- the Merchants-Laclede 
National have received checks for an extra 
dividend of 3 per cent. The regular quar- 
terly dividend of 3 per cent. will be paid 
by the bank the end of August. The capi- 
tal stock of the bank is $1,700,000 and $51,- 
000 was required to pay the extra dividend. 

The Walton Trust Company of Butler, 
Mo., which was organized 40 years ago, re- 
cently increased its capital to $250,000, with 
surplus of $50,000. 


Security Trust & Safe Deposit Company 
of Wilmington, Del. 


Evidence of steady growth and increasing 
patronage is shown in the statements of 
condition issued by the Security Trust & 
Safe Deposit Company of Wilmington, Del. 
A report of July 3 shows combined re- 
sources of $3,790,320, including $1,660,928 
loans and discounts, $1,593,545 mortgages, 
bonds, stocks, etc., and $355,270 cash and 
reserve. Capital is $600,000, surplus and 
undivided profits, $720,966 and due deposit- 
ors $2,436,929. The officers are: Benjamin 
Nields, president; John S. Rossell, vice- 
president and secretary; L. Scott Townsend, 
vice-president and treasurer; Harry J. Elli- 
son, assistant secretary, and Levi L. 
Maloney, assistant treasurer. 
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Fevix T. Hucues 


NEWLY ELECTED MAN AGER BOND DEPARTMENT 
MISSISSIPPI VALLEY TRUST COMPANY, ST. 
LOUIS, MO. 


Growth of the Security Trust Company of 
Detroit, Mich. 


The Security Trust Company of Detroit, 
Mich., which was organized and com- 
menced business in 1906, has had excep- 
tional progress and a _ successful career 
This company has been especially suc- 
cessful in securing fiduciary business, and 
recently added to its operations a depart- 
ment especially devoted to receivership as- 
signments. * The statement of condition ren- 
dered as of September 4 shows aggregate 
resources of $4,133,361, trust deposits 
amounting to $2,810,823, capital of $500,000, 
surplus of $500,000 and undivided profits of 
$267,852. These aggregates, of course, do 
not include the trust holdings. The officers 
are as follows: Charles C. Jenks, president; 
Emory W. Clark, Lem W. Bowen, and 
Charles O. Patch, vice-presidents; Charles 
Moore, secretary and treasurer; Albert E. 
Green, assistant secretary and Gray & Gray, 
counsel. 
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Pittsburgh 


Special Correspondence 


Steel Trade Reflects Expansion 


[he steel trade and the crops are two 
great factors in our National development 
which furnish the most reliable index as to 
expansion or retrogression. Just now the 
steel trade developments closely second the 
exceedingly roseate reports from the grain 
belt. In fact the steel and iron trade have 
never revealed brighter prospects than at 
the present time. Politics cuts no figure and 
the tariff is an abstract, academic issue. 
The production of pig iron during the last 
four months is the largest ever recorded for 
this period of the year. Prices also average 
higher than last The output of the 
steel mills is creating new records and prac- 
tically all the plants in this district are run- 
ning full time with unfilled orders increas- 
ing. The railways are evidently determined 
to ignore the political situation and to set 
upon a career of expansion. Building op- 
erations are extensive throughout the coun- 
try as shown by the orders for structural 
steel. 

The general business and banking returns 
likewise show that the tide is gathering 
strength. The money market exlibits un- 
usual firmness although rates are still 
quoted at from 5 to 6 per cent. The stock 
market has also been characterized by larger 
transactions and there is a brisk demand 
for investment bonds. Clearing House ig- 
ures show comparative gains. 


year. 


Fidelity Title and Trust Company Quarterly 
Statement 

The Fidelity Title & Trust Company has 
issued an attractive folder in which is pre- 
sented the last quarterly statement of the 
company, showing its excellent growth. The 
statement shows total deposits of $13,020,- 
000, capital of $2,000,000, surplus of $3,000,- 
000, undivided profits $2,768,820, and aggre- 
gate resources of $20,789,089. This total 
is exclusive of the holdings of the trust de- 
partment which shows trust funds amount- 
ing to $64,768,269 and acts as trustee under 
corporate mortgages having a face value 
of $113,055,000. 

The officers of this conservative and suc- 
cessful trust company are as follows: James 
J. Donnell, chairman of the board; Cyrus 
S. Gray, president; H. S. A. Stewart, vice- 
president; Eugene Murray, treasurer; John 
McGill, secretary; Wm. A. Morrow, audi- 


FIDELITY 
TITLE AND TRUST 
COMPANY 


341-343 Fourth Avenue 
PITTSBURGH, PA. 


Capital, Surplus and Undivided Profits 


$7,750,000.00 


Interest paid on deposits 
Loans on approved collateral 
Acts in all Trust Capacities 
Safe Deposit Boxes for Rent 


tor; John M. Irwin, asst. treasurer; W. A. 
Royston, Jr., asst. secretary, A. F. Benkart, 
trust officer; Malcolm McGiffin, asst. 
trust officer; Wm. J. Froehlich, asst. trust 
officer; Wm. H. McClung, general counsel. 


asst. 


Dominion Trust Company Organized 


The Dominion Trust Company has been 
organized in this city and succeeds to the 
business of the former Guardian Trust Com- 
pany which has been in operation over ten 
years. The Dominion Trust Company has 
an authorized capital of $500,000 which will 
be increased to $1,000,000. Special atten- 
tion will be given to the trust department 
which will be under the management of 
Samuel L Dille, formerly trust officer of 
the Guarantee Title & Trust Company. 
George M. Reynolds is president and O. C. 
Decker first vice-president. 


Baker Loan and Trust Company 


One of the most prosperous trust compa- 
nies of Oregon is the Baker Loan and 
Trust Company of Baker, which has a capi- 
tal stock of $50,000 and surplus fund of 
$30,000. The total resources amount to 
$660,000 and deposits $572,843. 


















































































































































































































































































































































Rallimore 
Special Correspondence 


Trust Company Denied Clearing House 


Privileges 
Considerable interest is manifested here 
by the action of the Baltimore Clearing 
House Association in denying The Equi- 


table Mortgage & Trust Company, which 
was recently organized, the privilege of 
clearing its daily items as an associate mem- 
ber. At the present time the trust com- 
panies of this city transact their exchanges 
through member banks and the [ 
the Clearing House was 
The reason assigned is that trust 
companies do not abide by the Clearing 
House rules, especially in regard to making 
charges for the 


action of 
somewhat of a 
surprise. 


collection of out-of-town 


checks. The Clearing House management 
asserts that it would not sanction any new 
trust companies receiving clearing  privi- 


leges unless they consent to 
rules. 

It is a fact that a majority, if not all, the 
trust companies of this city would willingly 
abide by the Clearing House rules and adopt 
a uniform method of collection on out-of- 
town checks. The reason they object is that 


abide by the 


the Clearing House has an arbitrary rule 
which exempts from the collection charge 
rule all accounts in banks and trust com- 
panies opened prior to 1907. This works in 
favor of the National banks as the older 
institutions and as having a large propor- 
tion of accounts opened before 1897. Like- 


wise this rule would place trust companies 
at a distinct disadvantage inasmuch as they 
have the largest volume of new accounts. 
If the Clearing House would abrogate this 
discriminatory ruling and place all accounts 
upon an equal basis, there is assurance that 
the trust companies would obey the 
of the Association. 


rules 
Under the circumstances 
it is easy to see that the trust companies 
are justified in assuming the position they 
take. 

It is hardly likely that the Clearing House 
will seriously consider the pending resolu- 
tion which requires all member banks to 
cease acting as clearing agents for 
ciate trust companies which do not abide by 
the collection rule. Enlightened local finan- 
cial and banking sentiment is clearly op- 
posed to the policies pursued by the Clear- 
ing House management and holds its actions 
as responsible for the loss of many valuable 
accounts and the ridiculously small holdings 
of out-of-town bank balances. Out-of-town 


asso- 
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bank accounts are attracted to Pittsburgh, 
Philadelphia and other cities where better 


facilities 
fered. 


and greater inducements are of- 
This applies to the accounts of many 
of the banking institutions which are with- 
in the Baltimore zone. 


Success of an Atlanta (Ga.) Trust Company 


Announcement was recently made of an 
increase in the capital stock of the Hillyer 
Trust Company of Atlanta, Ga., from $250,- 
000 to $500,000, and an increase in surplus 
from $50,000 to $100,000. Co-incident with 
this increase, which become effective Sep- 
tember 1, the title of the 
changed from the Hillyer Trust Company 
to the Atlanta Trust Company. The di- 
rectors have also declared an extra dividend 
of I per cent. 
annual 


company was 


in connection 
dividend of 2 per 


with the semi- 
cent., which 
places the stock on a 5 per cent. basis. 
The Atlanta Trust Company has made a 
record of success which has commanded the 
admiration of banking and trust 
interests throughout the South. It handles 
important corporation trusts and agencies 
which formerly were centered in New York. 
The facilities of the company to handle trust 
company business of all kinds has brought in 
a large volume of trust assignments. The 
now exceed $1,000,000, exclusive of 
trust holdings. The company was organized 
in 1910 and is an outgrowth of the Hillyer 
Investment Company which commenced 
business in 1906 and made a specialty of 
municipal bonds. The company 
ducts a bond department 
many high-class southern investments are 
handled. In fact the activities of the At- 
lanta Trust Company range over most of 
the Southern States 


recognition as 


company 


assets 


also con- 
through which 


and it is entitled to 


best conducted 


one of the 
trust companies in that section. 


The officers are: Henry Hillyer, presi- 
dent; George S. Lowndes, vice-president, 
Wm. Hurd Hillyer, vice-president and 
treasurer, T. G. Trippe, trust officer and J. 
Scott Todd, Jr., secretary. 


has 
pleted organization at Elizabeth, N. J., 
a capital of 

is president; 
Isaacs, 


com- 
with 
George Schmidt, Jr., 
Bender and Julius 
and Edward R. 
secretary and treasurer. Mr. 
Rawlings has resigned his position in the 
Trust Company of Georgia to accept this 
position. 


The Elizabeth Trust Company 


$100,000 
Michael 

vice-presidents ; 

Rawlings, 
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Improvements in Monthly Statement System 


It is of interest to note that thousands of 
banks are abandoning the balancing of pass- 
books once a month and are adopting the 
monthly statement system. Effective plans 
along this line have been worked out by the 
Department of System Service of the Bur- 
roughs Adding Machine Company. This de- 
partment has made a study of the question, 
and as a result have been able to suggest 
systems for many prominent banks through- 
out the country, a study of the particular 
needs of each bank being made in each in- 
stance, and a system suggested to fit those 
needs without interfering with the other 
work of the bank in any way. In every in- 
stance very satisfactory results were ob- 
tained, and the officials of the banks are 
delighted with the system. 

Because of the preference of most banks 
to fit the work to the bank system instead of 
adjusting the bank system to the work, 
many different plans of handling the 
work have been worked out. Probably the 
most effective plan in use is the one in use 
in a number of Southern banks, including 
the Fort Worth National. This plan is the 
idea of Mr. M. L. Stith of the Fort Worth 
office of the Burroughs Adding Machine 
Company. Here is the Fort’ Worth Na- 
tional plan: 

Index cards of thin stock were made the 
regular size of a check and placed in an 
alphabetical file. The depositor’s signature 
is pasted on the index tab, so that on all 
checks filed the signature can be identified 
instantly. All checks and deposit slips of 
each customer are filed back of the individ- 
ual index cards. This card has a space for 
each month, covering a period of two years, 
for entering the current balance. 

The work of making out the statement 
is evenly distributed throughout the month, 
and each depositor’s statement is sent out 
on the same day each month. The 
ments are divided into groups, with index 
cards of different colors for each group. 
Depositors represented by red index cards 
receive statements the first of the month; 
blue cards mean that statements are to be 
sent between the fifth and the tenth; green 
between the tenth and the fifteenth, etc., for 
the whole month. On the sixth for 
all checks filed behind blue cards are taken 
from the file. The adding machine operator 
then secures the previous day’s balance from 
the bookkeeper, for all repre- 
sented. 

The previous month's balance is now list- 
ed on the statement sheet from the index 


state- 


instance, 


depositors 


card. If it is a credit balance, the amounts 
of all deposit slips in order of date are listed 
under it. The total is printed near the bot- 
tom of the sheet, one space being left for 
printing in the credit balance, if there is one. 
On the debit side all checks are listed. The 
form used is wide enough to accommodate 
two columns of figures. When the checks 
are all listed, a sum total is taken. A few 
spaces this, the previous day’s bal- 
ance as obtained from the bookkeeper is 
listed. The total in the machine should 
agree with the total on the credit side. Thus 
the statement man and the bookkeeper verify 
each other’s work. The total in the machine 
is now printed on the debit side. The bal- 
ance is listed on the credit side, the eliminat- 
ing key being used, so as to leave the ma- 
chine clear for the next statement. 

The new balance is then entered on the 
index card and the card re-filed. The can- 
celled checks and statements are sent to the 
customer and the deposit slips filed. The 
system has many advantages. Each cus- 
tomer receives a regular monthly statement, 
so that errors can be discovered and recti- 
fied at once. The customer retains continual 
possession of his pass-book, his only receipt 
lor deposits. 

The bank is never flooded with work of 
this kind at the busiest time, the first of the 
month. There is no overflow of work at 
time. The files do not become over- 
crowded with cancelled checks that dare not 
be removed from the files till pass-books 
The customer is better pleased 
after he becomes used to the system. 


below 


any 


come in. 


The Burroughs Adding Machine Enter- 
tains Bankers 

Nearly 2,000 bankers and their wives, in 
attendance at the recent American 
Association Convention at 
tertained at luncheon by the Burroughs 
Adding Machine Company at its general 
offices on Monday, September oth. The 
luncheon was given in a big tent erected on 
the baseball grounds, and the Burroughs’ 
own band furnished music. The attend- 
ance of bankers was so large that depart- 
ment heads. branch managers, executives 
and the whole office force were pressed into 
the situation to take care of the guests. 
After the luncheon, the delegates and their 
wives took a trip through the Burroughs 
model factory, and were unreserved in their 
expressions of praise for the wonderful ma- 
chine tools and the army of skilled work- 
men engaged in making the 
\dding Machines. 
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TRUST COMPANIES 


CONTINENTAL TRUST COMPANY 


OF WACO, TEXAS 


Authorized Capital, One Million Dollars 


Will do a General Trust Company Business 


Offers the Best, Safest and Most Profitable Investment in the Shares 
of its Capital Stock at $105 per Share (par $100), on the fol- 
lowing terms: $30 Cash with Subscription and Balance 
in three equal Semi-Annual Payments of $25 
each, due in 6, 12 and 18 months 


The financial statistics of this country for the past twenty years have demonstrated beyond 
a doubt that those who have invested in Trust Company stock at the time the companies were 
organized have made a great deal more money than in any other kind of investments. There 
is no safer or more profitable investment than the stock of modern trust companies, purchased 
at their organization and retained during the first few years of their existence. Such invest- 
ments, in dividends, surplus, undivided profits and premiums, yield on an average of from 25 
per cent. to 30 per cent. profit a year. The average profits of fourteen trust companies, large 
and small, for 1911 was 42.5 per cent. 

“ Trust Company stock is at all times a cash asset. It is better than a bank deposit, because 
its value grows and it is cash on sale or loan, because the dividends it draws is equal to interest 
and its accumulating surplus and profits increase its value. Trust Company stock and bank 
stock are in a class to themselves, because their safety and value are hedged about by the 
inspection and supervision of the State Banking Commissioner and his inspectors. It is both 
safe and profitable.’”’-—-A Financial Journal. 

THE CONTINENTAL TRUST COMPANY of Waco, Texas, has an authorized capital 
of one million dollars, divided into 10,000 shares of par value of $100 each. There is no promo- 
tion, bonus or watered stock in this company. It is all one class and will be issued fully paid 
and non-assessable. 

WE ARE PREPARED TO CASH YOUR VENDOR’S LIEN NOTES, STOCK 
BONDS, OR OTHER APPROVED SECURITIES IN PAYMENT FOR STOCK IN OUR 
COMPANY. 

JUDGE SAM R. SCOTT 
W.E. JOHNSON.... 

G. B. REYNOLDS 
CAPT. W. L. SAYE 
THOS. A. CAUFIELD 
JOHN T. SMITH.... 

J. W. DODSON.. 


T. J. PRIMM 
SCOTT & ROSS 


OFFICERS 
... President 
. . Vice-President 
Vice-President 
Vice-President 
. Vice-President 
Vice-President 
Secretary 
. Treasurer 
General Counsel 


DIRECTORS , 


SAM SANGER, Member Firm Sanger Bros., Waco 
and Dallas, Waco, Texas 

COL. JOE S. RICE, President Union National Bank 
and Bankers Trust Co., Houston, Texas 

M. KENDRICK, Director First State Bank & Trust 
Co., Waco 

J. R. COLLIER, Merchant and Planter 

DR. W. E. COLGIN, Director First State Bank & 
Trust Co. 

JUDGE SAM R. SCOTT, 
Trust Co. 

T. J. PRIMM, Treasurcr Continental Trust Co., Real 
Estate and Loans 

W. E. JOHNSON, Wm. 


Waco Department 


President Continental 


Manager Cameron Co., 


J. W. DODSON, Secretary Continental Trust Co., 
Former Assistant Cashier First National Bank 

G. B. REYNOLDS, Vice-President 
Trust Co. 

CAPT. W. L. SAYE, Vice-President Continental 
Trust Co., Comanche, Texas 

THOS. A. CAUFIELD, Finance Commissioner, City 
of Waco 

JOHN T. SMITH, President National Loan & Realty 
Co., Austin, Texas 

DR. N. A. OLIVE, Physician and Surgeon 

S. P. ROSS, General Counsel Continental Trust Co. 

J. J. DEAN, Capitalist, Real Estate Dealer 


Continental 








